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SUMMARY

Symptoms of Underdevelopment

Countries just starting to develop display a number of common characteristica.
For example, they have predominantly rural populations and low per capita

GNP typically ranging from $50 to $90 (less than one twentieth of per caplta
GNP 4in Japan and less than one fortieth of per capita GNP in the United
States). At current rates of clow growth, some of the least developed
countries are falling further behind the advanced nations each year.

The manufacturing sector plus electric power contr.butey comparatively little
to the total GNP of the least developed countries, about 10 to 1% percent,
except in countries where there is a major exputriate-owned plant processing
ores or agricultural productsa.

Public health progrsms in these countries are now preventinug the outbreak of
diseases of epidemic proportions, but low grade infections, dietary problems
and the neglect of routine disabilities sap the energy of the labor force.

Electricity consumption may range from 60 to 100 kilowatt hours per inhabitant
(as contrasted with 2338 kwh in Japan and over 6000 kwh per capita in the
United States).

Newspaper readership, radio ownership, literucy, and the number of peraons
capable of apesking a common language are subs.antially below levels prevail-
ing in advanced countries,

Manufactured goods are expensive in relation to the personel incomes of
inhabitants.

Some symptoms of underdevelopment cannot be quantified but are nonetheless
resl; these include: conspicuous contrasts of wealth and poverty, '
inefficiency of 4institutions such as government services, police, medical
facilities, teacher training, and credit services,

A range of disincentives adversely affect the will to work; these include
enervating climates, unattended illneas, overcrowded housing, long treks
to work, and a lack of opportunities for entertainment,

The governments of these countries typically operate in an atmosphere of
day-to-cCay crisis as they try to cope with sporadic peaks of pressures from
conatituents seeking to accelerate development. Meanwhile governments try
to "buy time" for development programs by autocracy and supression.

Causes of Jnderdevelopment

Underdevelopment can be attributed initially to such cauees as low agri-
cultural productivity, the lack of transportation and power, inadequacy of
vasic and vocntionsl education, low standards of public heulth, and the
ineffectiveness of leadership and government services.




As progress is made in the elimination of these basic causes cof under-
development, a "'secon? pgeneration"” of problems begina to emergu, Thege
problems are in part the result of eurlier progress because loca)
expectations hegin to rise and demands tor Improvement become more
insistent. Capital formution, more stability of poverumert, and u
heightened desire to ralse persounal incomes spowne pressures Tor more
improvements including dulw tricitzation.

At this secondary atage ol ... T, ..U, countries flu. that further prugress
is still handicapped by a luck of leadership and a shortege o! people who
know how to get on with the job of development; there is also a shortage of
inatitutions to help launch ani finance industrinl projects, and to educnte
businessmen in managencnt und technology.  There are also conditions which
fruatrate energetic would-be entrepreneurs,

Strategies for Development

Governmenta of the least developed countries try to make the best use of
their limited resources to satisfy competing claims. They face questions of
balance in planning development programs as between (a) the earlier progruss
focussed on agriculture, transportation, electric power, health, cducation
and goverpment services, and (b) the rew demands for added programs arising
as consequence of progress thus far. As development momentum increases, one
of the new and pressing demands is for programs of industrialization,

Governments cannot abandon or cut back on their commitment to the original
basic programs of development. This meuns they muat find added resources to
finance a new program for industrialization. New resources can be found
through contributions of capital from (a) the entrepreneurisl few who
are willing to invest their own money in new or expanded plants, (b) from
increased government revenuem, and (c) from foreign aid and technical cooperation,

Policien for Industrimlization

There are some basic policies that can retard or hasten industrialization.

Some countries hope thut industrialization can be used as tool to help in the
solution of immediately pressing problems like the drift of populations to
towns, the displacement of tiaditional craftsmen by industry, or the employment
of jobless and transitorv populationa. Unfortunately policies that look to
industry only as the solution to such problems are likely to hamper industrial
grovth and retard longer runge development, After a few yeur:s, however,
industry can indeed offer gsolutions Lo these problems. Meanwhile slternutive
policies mey offer the best short-run solution to the problems of urban drift
and unemployment while industry can play & supporting role if carefully planned.

Governments are urged to avoid taking action where private initiative i=
alreudy available to develop industry.

Positive policies toward industrinlization include: cultivating entrepreneurinl
energy ns a national asset, Mpnifyiug the stutng of =dl intuilry, providing
a ranpge of special iacertives or techniques for small lndustry crowth.




Techniquea for Induatrislization

Five basic techniques are egsentisl ingredients for the succens of an
industrialization program: (1) clear governmental policies reparding small
industry and a specialized agency to execute such policies; (2) the provid-

ing of industrial advisory services to encourage entrepreneurs, to help in

the solution of their management and technicol problems, and to expedite the
approval of actions needed to assure the creation of added industrial capacity;
(3) establishment of a financing mechanism for siperviced industrial loans
linked to the technical assistancc of an industrial advisory secwice; (&)
providing for the training of labor in basic vocational ckills; and (9) financing
neoessary physicul infrastructure such as power, water and roads.

The larger market towns can provide the breeding ground for entrepreneurs

1f at least "artisan sheds" and technical assistance arc provided to encourage
the transition of energetic persons from small scale service industries into
manufacturing.

Some of the developing African countries are not providing programs for
induatrial promotion, industrial financing, building of infrastructure, and
vocational training for industry. [Even in the case of countries where active
programs are launched, the quality and extent of such programs is uneven.

Abgorbing Technicel Help frem Overseas

T better qualify for technicsl help from overseas to promote industry, the
suggestion is made that developing countries provide: (a) a specialized
government agency as a focal point for policy level contact; (b) that
counterparts be trained within the country as well as by means of group
training missions sent abroad on inspection visits; in this way a cadre of
local i{nduntrial advisers can be trained to "speak the same language' as
foreign counterparts; (c) that efforts be made to take advantage of technical
cooperation within the country from expatriate manufacturing companies and
banks and from embissies or consulatea representing sourcea of technicel
cooperation; (d) that countries articulate their needs for technical
cooperation by means of up-to-date, well researched and editorially presentable
reports about the astatus of local industry and plans for the future; and (e)
above all, that countries demonatrate, by means of clear-cut policies and well
organized inatitutiona, that they are ready to absorb technical and financial
hel} from nhroad.




1.0 SYMPTOMS OF EXTREME UNDERDEVELOPMENT

1.1 Quantifiable Symptomu

Countries which are just ctart' s to devaelop usuel’y share in common various
characteris .ca. Some of these ch racteristics or s, iptoms of underdevelop-
ment can bhe expressced in ~:-*letlc " terms pnd otheru, nonetheless real, can
best he deacribed in terms of impressions and attitudes.

1.1.2 Predominunce of Rural Population

If the countries of the world were claasified by their current levels
of development, countries having the lowest level of development would
be found to have large rural populations and smal' urban populations.
In the group of lecast developed countries, the rural populatiors
constitute 80 to 90 percent or more of the totul population, and the
residual 10 to 20 percent of the inhabitents are typlcally clustered
in port cities, market towns or in the centers of government
administration.

1.17.3 Composition of Exports

The same group of countries all earn some foreign exchange through
the exports of their products: of these exports, 80 to 90% of the
total often consist of a few agricultural products, uncut timber
or unrefined minerals and the residual 10 to 20% of the exports
consist of a few manufactured goods. However the '"manufactured
gooda" are likely to be semi-processed agricultural products such
as palm oll, coconut products, or dried peppers. The composition
of exports reflects the fact that the bulk of the couatry's
productive effort is directed toward agricultural output or
extracting raw materials and a very little effort is directed toward
manufacturing.

1.1.4 Gross National Product

1f the groas national product (GNP) of these countries were analyzed,
the contribution of the manufacturing sector plus electric power might
range from 10 to 15% of the total GNP, If a major expatriate-owned
processing plant for cocoa, palm oil or timber for example, wers

located in the country, it is pomsible that the contribution of manu-
facturing including partial prucescing might contribute 2. to 30% of

the GNP.

If the GNP of these countries were divided by the number of inhabitants,
the per capita GNP would range from $50 to 890-{For example, in 1970 the
per capita GNP in Eagt Pakistan was about 8$7%; in 1964, the per capita
GNP in Weat Cameroon was 378; in the sume year, the per capita GNP in
Fast Cameroon was $120.)




1.1.5 Tex Hevenus and sapltal Formation

In terms of natisnel rirancts? indicators, tax revsnue to the govarnment
48 8 percentage of GNP im ojow in the leagt devaluped coentries, 12% or
lesn, except in conoe where a ifghly nroductive expa’rinte-owned
plantaticn or meniactuiinge pleeit 49 located 4u tre countiry. Moat of

the inhabitanty can barely producy wha* they need and only a few ellte can
produce more or enrs more than o reculred for their mere subsistence,

As & result there i3 very liate crpital ¥ormation and very iittle
money svailatle for investment, Less than 10¥% of national incomes uare
saved in countries at the lowest level of developmert,

The annual growth rate in per capita GNP i+ Cractionsl bucaure population
growth hes tended to nutpace or nenrly equal the growth In production:
annual average increases in par capita GNP are typically 1.0 to 2.0%.

It 18 ironicul that the successeu ackieved by public heslth pregirums 4n
recent decadey heve sdded tou life expectancy w0 that the totai number of
inhabitanta tends ‘o rise nearly as fest as the value of production.

1.1.6 Public 'lealth

In terms of criteria related to public health, fnfant mortality in the
least developed countries is about 150 infants out of 1,000 live births
and the number of children per housenold is nigh.  About 80% of the
population experience dletary deficiencies and muny persuns are afflicted
with ailments which are not immediatoly fatal nor of spidemic proportions,
but still sap energy from the labour force nnd chusge ratey of absenteeism
that would be surprisirg in developed nations. Typlcally there is one
physieian per 10,000 innabituita. For example the figure in West
Cameroon in 1964 wan 1 pnysicinn for 324061 inhabitants, and 1 dentist
for 500,000 inhabitants.

1.1.7 Electiicity Consumntion

In terms of elrctricity consumption, countries at the lowest end of the
development spectrum, consume mbout S to 10 kilowatt hours per capites
each year. In countries thut have attained s higher stage of develop-
ment, per capita power conuumption rangee from 0 to 100 kwh. By
contrast, the most higihly developed countries are charicterized by power
congumption levels well in exceas of 2,000 kwh per capita. In 1969, for
example, the pur capita power consumption in Japan wes 2,335 kwh (240.1
billion kwh/ 102.7 million inhubitants - 2,338 kwh), and in the United
States consumption was over 6,070 kwh per capita. In 1967, congumption in
India was approaching 80 kwh i:d mainland Chira, %5 kwh.

No doubt the value of mnutoacturing production 4s risiag in almost all
countries rogardleus of the depressed level of dovelopment; but this
increase in manufs_ turing is typically I to 5% each yewsr as contrasted
with inecreascs in wanufneturing outnut in the most highly developed
countries running well over 10 or 15% each yeonr, or faster than the
growth af GNP,




1.1.8 Education anéd Informationa: Media

Measured by criteria reluted to educational utisdrments, the least
developed countries tvpically huve a low level of literacy, for example,
10 to 20% of the population are literate, Cunly 10 copies of newspapers
are published wuch year Yor every 1,000 innabitentn, Onlr "' to 0%

of the people custuomarily upesk the same lunguage, anl the re tdual 6°
to 80% cunnot communicete with eacn other cxcept in a third lunquuge
such as Freach, Spanish snd snglish or variatlons of these lrnguages
such 83 tho pldgeon nnglisn comnoaly spoken in port cities of isia SO
years ago. uUespite the low cosnt of tranecistor radiocs, only 50 per 1,000
inhabitants own radios hecuause the initial cost or (he recurrent cost of
batteriea 1iu beyond thelr financlal reach.

1.1}9 Other Quantitative Comparisons

In a recent book regarding developl.ig countries, the economic, political
and sociul cheracteristics of 54 countriea were analyzed and the countries
wers divided into two groups. One group of 29 countries was described

as having the "lowest level of development" and the residual 25 countries
were described as having n "high level of development''. None of the 5i
countries could be described as advanced, that is the Furopean and North
Americsn countries were not included in the analyeis. (The book referred
to is entitled Soclety, Politica and Zconomic Development: A Quentitative
Approach, written by Irma Adelman and uynthia Taft Morris, and published
by the Johns Hopkins Press, Baltimore, 1367.)

The group of 29 countries with the lowest level of development included:
Afghanistan, Cambodia, Cameroon, Chad, Dahomey, Lthiopia, Gabon, Guinea,
Ivory Coast, Kenya, Lacs, liberia, Lybia, Malagasy, Malawi, Morocco,
Nepal, Niger Nigeria, Senegul, Sierra lLeone, Somali Republic, South Viet
Nam, Sudan, Tangunyika, Uganda, Yemen, and Zambia.

The group of 25 countriea described us having e "high level of development
included: E1 Salvador, Peru, Colombia, United Arab Republic, Argentina,
Israel, Japan, Uruguay, Brazil, Chile, Costa Rica, Dominican Republic,
Jamaica, Mexico, Nicaragua, Pansma, araguay, Trinidnd, Venezuela, Ureece,
Turkey, Cyprus, Lebanon, South Koreu, and the Republic Chinm (Toiwan).

The authors of the book established 41 indicators or characteristics that
could be quantified, and then proceeded to prepare statistical profiles
of the countries to see how the two groups of countriea compsared, Some
of these comparisons are tabulated below:




COMPARISON GF (A) COUNTRIES AT THE LOWEST LEVEL OF DEVELOPMENT
WITH (B) COUNTRIES HAVING A'MWTGH LEVE?' OF DEVELOPMEN T
(SELACTED CHARACTERISTICS) -~ 1950-1QK3 a/

Characteriatics

Diversification of
Exports

Urban Population
Language Homogeneity

Literacy

Copies of Newspapers
Published per 1,000
Inhabi tants

" Nusber of Radios
Owried per 1,000
Inhabitants

Crude Fertility Rate

Percentage of School-
age Population
Actually Enrolled in
Schoola

Tax Revenue as &
Percentage of Gross
National Product

Ratio of Net Invest-
mont to National
Income

Growth in Per Capita
Oross National
Product (1951-196k4)

Consumption of
Electric Power per
Capita

29 Countriea
Having the Lowest
Level of Development

10% or less of totml
exports are munufactured
goods

10 to 20%

20 to 40% of population
speak A cosmon language

15%

10

50

40 to SO ehildren per
14,000 {nhabitanis per

. yeoar

15%

12

less than 0¥

1.05 to 2.0‘

10 kwh

» Countries
Having & High LeveY'
__of Development

20-3%% of total exports
ars manufactured goods

0% or higher
About €% of population
speak a common language

65%

8o

9%

X0 ehildren per 1,000
inhabditants per year

50%

15%
16% or more
2 « ¥ or sore (over hal

have growth rates above
)

60 to 100 kwh
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COMPARISON OF (i) COUNTRIES AT THE LOWEST LIVil OF Div a2 T
WITH (B) COUNTRIES “AVING & HI3Y LEVEL, OF LiVELOPMINT
(SELZCTED CHMARACTERISTICS) -- 12-0-19% a/ “cont'd’

i -

2% Zountrirsg & Countriea
Havirg * @ Lowesn® Having a Yign Level”

Characteristice Ty’ of elo,mer. of Developme .t
Annual Orewth in
Output of Manu- b2 74
facturing £1950-63%)
Organited Politieal Very fev countries hove Almcat 2!l countriee have
Oppesition to Govern- legally recognised or legal opposition pertien
ment offective oppoat tion du® to the rise of the

parties, #iddle clasa and ladour

wnjones, dut about half
the countries have had
coups A'etat aisce 131,

Source: Adapted from Society !‘b* tica Ee 1 X
Y ém res Mm-.
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161.90 Righ Cost of Manyfagtured Osede

In the lesat developed eountries, mehinery and capital are expensive snd
laber 1o choap. This means that producte mesufuctured by machise are
weually cpensive in relation to lecal laber cests. Ia other words, the
wage earner does not h.ve euocug. ..cumv t0 Duy menuiactured gosds whersas
in a developed country the wege earner can purcheose manufsctured products
wvithin his income,

An 11lustration of this sitwetion ves made in 1963 in Feuador which wes
then just beginaing te industrislise. Ia the pert city of Ouaysquil it
was found that the average wage lovel for an waskilled verkman was the
equivalent of $46.35 per senth. This wege wae nct eseugh te enable the
worksan to purchase many of the mnnufactured produtts he sad his family
vanted. TFor casaple a median priced pair of leathor shoes cost Mo
$3.75; a tvo-plece wool suit, 324.00; a pair of blue jesna, 32.00; & plaia
cotton blouse for his wife, $§2.00; snd pair of cotton secks ¢ost $0,%.

At the above prices, the werkasn would pay 3% of nis monthly inceme teo
buy a pair of leather shoes, 52% to buy the wool suit, ¥ to buy blue
Jeana, 4% to buy the cottorn biocuse, snd 1% to suy » nair of eocks.
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A similar comparison wus made of the purchasing power of an unskilled
workman 4{n California in the United Statoes., The monthly wages in
California were of course xlmos®. 10 times higher, sbout §450 per month
in Califorala as controsted with 946,35 Guayaquil. Also prices were
subscantially higner in Californin. However, the California workman by
snending the eare peccentuge of his wagee as the Guayaquil worker could
buy 3 times es many shoes, ' times a3 many wool suits, 6 times as many
hlue Jeans, 7 times us many blouses, and 6 iimes as muny cotton 80Xe

Expressed in other teruws, if the Culifornia workmen had to pay as high a
percentag: of hias income au the Guayaquil workwan for the same products,
the California workman would pay $36 instead of an actuul price of $13
for leather mhoesz; $°33 for a two-piece wool sult instead of 855; $19
instead of 83 for blu~ jeans; $19 instead of 83 for his wife's blouse,
and $3 instead of $.67 for a pair of cotton socks.

Ia the typical developing country the average wage earner either hac to
pay a formidably hign percentuge of hie income for manufactured goods or
more probubly must go withoit many products he would like to have.

1.8 Symptonis that Cannot be Quantified

Countries having the lowest level of development have certain aymptoms or
sharacteriatics which often cannot be expresamed in statistics, but are never-
theless real and readilv apparent,

1.2.1 Contrasts of Wealth and Poverty

These countries are characterized by conspicuous contrasts of wealth

and poverty, of advaenced technology and primitive methods, of highly
educated urban minorities and illiterate farmers. They have substantial
reinforced concrete or steel frame buildings in the capital cities or
major sesportu contrasting with rural huts made of grass, sticks and mud.
Even in the least developed nations, there are some efficient high powered
trucks and jet aircraft operating in areas where man ia still the principal
beaast of burden. There are regions where barter economies still pre-

dominate in contrast to the modern banking institutions in the larger
towns,

In countriea 1tie Liberia, Cameroon, Nigeria, Zambia there are expatriate~
owned and operated manufacturing plants with high productivity and modern
equipment, In contrast, there arc native-owned small factories making
furni ture, ceramice, medicines, clothing, shoes or food products by
primitive, labor-intensive methods.

Often these native factories are located in homes and the work force
consists of ouly two to six persons who are members of the proprietor's
famdly or his relatives. [he products of native industry lack uniformity
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in quality and deaigu: the rate of output in slow, and delivery
schedules are uncectaln, The proprie.or may be able to read, write

and perform basic accounting calculations, but often lie rdoes not know
his real costs nor can he conduct written corresponidence with larpe

buyers or banks in other localitivs. He would like to use more and
better machinery bu' cr nnd rodice the joces.ry ~npital, ane even af
he coulc he is not jure enoupgh f his marketing ¢ . be confident about

repaying loan:.

1.2.2 Ineffectiveness of Justitutions

In almost all of the least developed countries, some progress has been
made in establishing modern institutions such as banking systems, seconiary
schools, vocational or trade schools, a national tax administration,
police and defense forces, u few hospitals,postal service, or statiatical
services.

However the newness of these institutions or the preaence of inexperienced
or untrained officers raises doubts as to their value in the minds of
inhabitants. From these doubts flows distrust of the institutions, and
an incentive tc evade or to "“outsmart' the institutions. In retaliation,
the institutions adversely affect their own efficiency and handicap the
people they serve with a needless exceas of procedural rituals. Dis-
trustful of the institutions and the regulations and laws which support
them, people tend to place confidence only in individuals of proven )
abilicy rather than in the institutions, The loss of such on individual
leader, while serious everywhere, is especially disruptive in these
countries. Fortified by a sense of personal importance, individual
leaders come to believe they can indulge in petty corruption und intensify
their autocracy as a legitimate means of attaining national gouls.

1.2.3 Frervating Climates

Many countries having the loweei level of development are located in
tropical climates, that is in the zone between 23°27' North latitude sad
the same latitude in the southern hemisphere (Tropics of Cancer and
Capricorn). In general the pacr of living and the ability to survive
in these regions has been casier than in temperate zones because of the
warms climate and the extended growing season. By contraat, the people
of temperate zones have historically learned to cope with cold climates
and short growing seasons and through generations of experience have been
forced to protect themselves from the environment or perish.

From a tradition of more leisure and easier survival in tropical zones,

the least developed countries are now trying to work more quickly and to
cope with exacting modern problems requiring aclence and personal €uergy and
discipline. Thedr traditions have not prepored them for this challengling
taako
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In the least :eveline: rurtries ‘nere mre u raage of disincentives

wviden Lmpe e mio s abiiote vy wei. alL peak laveln of efficiency.

Some of theme Alpincentives atem rom climats as men*ioned. Cther
pr.ysleal Ai incsntives e fri prunlems of health such os the
prevalernce of low culory r1 jow pro »in iets, hernias, meslen,
intestinal ob.tiructions, cwild bioL, cempileations, or s«in infections.
These Ssalt. pranlems o elv coune impedinte denth but they sap
Hitalisy.

Brasing im overcrowded, ursaritary, inndequstely weatherproofed, and
physically insecure from ardmal awnd humen {intruders -- trese factors
adversely a’fect rest, atuly hadita and peace of mind,

Pud or dust imenir cusehold mnd peracnal clesnliness and reduce the
senne of tignity trat com:y with a neat anu order'y manner of living.
Long trels to markets or o places of wurk or commuting in over-
trowded bYuses lesson  the will to work,

In combination these pnyiical inconveniences contribute to absenteelinm
aad & lack of punctuality, Worse vei, thess disincentives seem to
provide a justification for puople tu ‘ail in perforning routine tasks
ond to fall ehort of reaching high levels of craftamananip or proufessional
shill, Tiese disincertives also pruvide a "reason’' for non-payment of
4odts or for disnonest behaviecr.

There are paychological diaincentives to work as well., In rural areas
eapeeially ‘here in s iack of recreationsl opportunitivs -- very few
radios, cinemas, rewsjipers, or books, no shope with bright 1ights and
titraetive serchandise., These shortages give cine to a craving for
ntertaiament, cause migrativna to cAitier, and make some people wonder,
"Why work harder 1f there im so iittle to buy mnd to enjoy with my
earnings?

There {s a feeling of jealouay and someiimes coutempt for the man who
enjoys material gains. Some men are af;vid to better themselves and
think, "éhy should I produce more, or build a better house or have

a radio only to benefit sy relatives or expose nyself to theft?"
Somstinen deliberate metlocrity in living stunderds is the nafest policy,

"If 1 eeem to prosper more than others 1 will be taxed or forced to
share,”

In the least developed countries there ure many impediments to the
Foutline couduct of business both government and private., It is often
impessible to discuss arraugements by telephons, to travel, to see a
cuatomer, to transport goodes from ar ar.. of surplus to un area of
shortage, to store perishudbles such ®s fish, meut, eggs or fruit and
theredy huve u reserve avoileble during seasons of shortages,
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The pecple have no traditinn wnich helipa them to understand the use or
maintenance of machivnery. Thins lack of a mechanical aptitudes gives

rise to impatience on the purt of expatriatee asometimes revcaled by the
comaent, "Jon't .ct the ratives touch the machinery; thev'll ruin 1t."

Sereices and poods which nre capitel intensive nre acarce and expensive.
This meann that ~lothineg, shelter wnd ironsportation are generally
availabtle only in the form of products and services which can be

provided by human effort uloze without the a#dd of machinery. This puts
man at the mercy of nrture and forces him tou forege material and cultural
advantages *hat can come !rom higher productivity through the usne of
machinery.

1.2.5 Impossible Demands on Governments

None of the least developed countries lives incommunicado from the outside
world, Therefore people are aware of better conditions elaewhere. They
are restlessly seeking to elevate their etandards hoping to have more
roads, bridges, clinics, schools, lower school fees, better opportunities
for recreation, more materisl comforts, higher income and more hope for
the future.

Because there are so few opportunities for personal self betterment and
because the individual feels helpless, citizens tend to lock only to their
governmenta for improvements giving rise to the attitude, '"The Government
could do something if ounly it would.”

Thus the aspirations of inhabitants combine to mount impossible demands on
government’ to provide for the needs of today and to improve future
conditions.

The governments in the least developed countries are hard-pressed to
cope with these pent-up demsnds from their citizenry. CGovernments can-
not aolve all problems at once and therefore incipient unrest keeps
breaking out to create an atmosphere of day-to-day crisis in national
capitals. This unrest breeds conditionz where demagogues find a ready
hearing when they promise to do more for the people than the government
in power. To maintain public order, governments are driven to autocracy
in the hope of borrowing time wnile they try to bring about the changes
that can free their countries from the circumstances of extreme under-
development,
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2.0 CAUSLS UF TNDERDEVNIOPMENT

2.1 Primery and Secondury Stuges of Lnderdesoionnent

e —

. Y e

The cuuses of underdeveloyment nre ddfferent ot different stnges. These
stages might be called the primury rrd secondury ntage of under-evelopment,

To better define these stuges for diucussion purposes, the primary stage is
the stage at wnich countries have begun to fdentify thelr developmental
priorities nnd huve made a tart toward: (1) ngricultural productivity
improvements, () econstructing trancportation and communications links at
least between majcr towns, (3) providing clectric power at least in capitale
anc market centers, (4) gterting primary, asecondary schools, vocaticual
schools, and teecher training, (%) reducing the incidence of disense from
epidemic propertions to sporaiic, but s4%ill coantrollable, vutbreaks, and (6;
eatabliuning government buildinga and servizes and public works.

At the secondary stage, countries may have worked for nbout ten years us
independent nations toward the sbove six objectives and have made some
progress, but are beginning to encounter a differeul series of problema that
might be called second generation problems; trat is5, capital formation has
begun to occur and  more enterprising citizens, ulthoug: only a few are
showing capabilities for gtarting productive enterprises. there is an
increasing number of younger people trained in vocatior-.. skills and more of
the leadership group have been educated abroad. it the same time there is an
intensification of demands for more and more improvements in the nix primary

fields of agriculture, transportation, electric power, educaticn, health,and
government services.

There are visible improvements in the government adminiutration and a stabi-
lization of laws, regulutions and institutions. Thers is often a rising
intereat on the part of outside investors +o participate in the development of
natural resources or to invest in manufazturing enterprises,

2.2 Causes of Underdevelopment at the Primeary Stoge

Almoat all the world's developing nationa have bexun to emerge from th» prisary
stage of development, thanks to the determined efforts of {ndependent natiomsl
governments, to external sources ol aid, to the momentum of programs atarted
prior to independence, and thanks to the support of populetions who have
welcomed tnese improvements,

None of the developing countries can claim to have entirely emerged from the
primary stage of development, but at least a start has been made. Contrasted
with the early 1500's there are today some rai) and highway systema, some
improvements in farw productivity, the beginnings of educntional syntems at
least in towns, tne electrification of larger cities, ard singular success has
been attained in arresting dlsesses of epideric proportions that once threatened
entire communities.

s
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The basic casuse of underdevelopaent at the primary stage ia a lack of
knowledge of the processes and techniques of development on the part of most
of the inhabitants. In other words, there are not enough people who possess
the knowledge, skill, snd leadership to start up and perpetuate the develop-
mentul process.

Even where there are a few people with the capability of starting and
maintaining development momentum, these few are handicapped by a shortage of
escential tools and facilities which they need for their task. This means

that a shortage of institutions, facilities unc commercial traditions is the
basic ceuse of underdevelopment. For example, without agricultural extension
servicec and strong marketing incentives, there can be little improvement in
seedn, soil nutrition, or irrigation and the income of farmers cannot rise to the
point where they can purchase industrial goods. Without transportation, it

is difficult to create markets or *o conduct commerce; without electric power,
it i. impossible to modernize industry; without education, better housing, and
health services, it is difficult to create a productive and reliable labor force.

There 18, of course, a shortage of capital needed to accelerate the develop-
mental process.

The few people in a position of leadership are handicapped by their inability
to work steadily and with concentration on the development problexs r.t hand.
Recurrent demands for 1u?rovenene sanifest themselves in peaks of preassure on
leaders that become harmful to the continuance of political control and to the
orderly execution of developmentul programs. An atmosphere of stopping,
revaluing, reatarting, and chronic uncertainty prevails as the populations of
developing countries grope for a solution, usually a quick solution, to their
daily problems and hopes for the future,

2.3 Causes of Underdevelopment at the Secondary Stage

As the six basic causes at the primary stage are removed, countries enter the
secondary stage. A nev cycle of problema emerges and yesterday's solutions
become today's problems. A surplus of gooda over the nceds of bare subsistence
begins to be enjoyed by certain individuals or certain communities, that is
capital formation has begun to occur. A productive channel and 1istitutions
sust be then created for this capital. The failure to provide suca a channel
and to encourage even more capital formation is one cause of underdevelopment

- at the secondary stage.

~ Other causes for underdevelopment at the secondary stage are the lack of
policies to cope with: (a) a shortage of trained manpower stemming from a
shortage of institutions especially for voc.tional or managerial truining;
(b) inadequate savings and lendings arrangements for mobilizing and using
. domestic savings and for attracting resources from abroad; (c) inattention to
 the need for incentives to start productive enterprises through tax legislation,
. lowered duties on raw materials, technical guidance, research and financial
assistance; (d) a lack of encouragement to the few leading individuals who are
; energetic and qualified to establish or expand manufacturing plunts or service
_ industries; these are the entreprencurial elite who can accelerate the process
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of further capital formation, create nev job opportunities and bring to local
markets the goods and services that the people want; and (e) failure to press
ahead wvith still further improvements in the six basic problems still
lingering from the primary development stage, that is agriculture, trans-
portation, power, educution, health and government services.

Underlying the above causes of continuing underdevelopment is the lack of
political stability and the fear of individuals that the geins they may
achieve through hard work and skillful menagement may be jeovardired.

7%;
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At the nrimary stsrse: 0f trvelopmean®, st countriss Ln recent vears have
decided to stress invesiment Lo cericultwrer traroportation uﬁd com-
muricationa; electric :awer, ool ounitel, that (o education and heialth,
Fovernment services and ~uhlio works. and toou moderste degree in induntry
and mininge. A spmpic ol the terdoond dlotributios of davestment emphasio in
enrly nevelopmentul proprems 1o Sievsa in Tanle 3o Thiy fable indicates 'the
commarative plress iven by the 1R 0 difTerent Lector: oy measured by the
amourt of dnvestment oo trne coriient stapes of lovelonrent In Nleavepun,
folombia, Surinem, "rieog, Terlon, Nipgeria, India, Pavistan, Iroonesia (and by
one develnpment program recommends ! jor wegt Camerocn by Stanford wesearch
Institute),

It i4 2lcar that the predomin ot eompposls was placed in these early progroms
en agriculture, tronsportation, saciel capttal and 2leciric power, Lomonra-
tively little atress wis placed on {rdustry,

Later development programs in these same countries, however, have increasingly
strecsad industry and mining. In fact, the maior emphasis in investment for
development in most countries typically shifts to industry as soon as poasible.
This 18 becsuse of such revsons wn!

(a) In terms of n:tionnl economic growth, investments in industry
typically yield the larpest and most rupid return; expressed
in more technienl terms, the vulue addel which can result from
investment in industry is usually higher and more rapidly
attuined than the same investment in agriculture or in some
other sectcr. In the Weat Cameroon for example, 1 unit of
investment in ngriculture was estimated to result in .45 units
of value added. By contrast, 1 urit of investment in smull
industry was expected to result in 0,884 units of value added
or nearly twice aa much. Other exumples from various
countries show that ithe value added from one unit of inve:t-
ment in {industry varies widely but tends to be high; in New
Zealand it was 1..4 in 19959/F0; {n Pekistan in 1950 1t
was 1.07; in Jopan, 1.8 in 1957,

(b) Industry, even though emall in scale, is more efficient than
the traditional manuul meilhods of raw material processing.

(¢) Industrializatlon can coutribute to capital formation, to a later
geographical dispersal of cities, to the creation of a
managerial class, to the conservation of foreign exchange, to
potential exports, to government revenues, and industry can
potentially supply the innebitants with goods at lower prices.

With theae advantoges, countries can aad thrust to their developmental effort
by investing more and more in indusiry. iut before cuccumbing to the temptution
of launching arn industriaslizution prograr, they need to sck themselves the
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question, ''Are we ready for industriali-ation!'" In other words have the
countries at early stages of Adevelopment provressed far enough to teke on
the risk of inveusting in & prosrem of dndustrdulization?

Ty answer thia question, Dr. Gene Tialey {(Modern Emall Industiry for Developing
Countries (Chapuer 12, nage ®0-l#)  nrovided the following check 1ist of
eavironmontal factors cotducive Lo suscess in a prosram of industrialization.
1f these factors are precent 'n ¢ developing crunctry at least in a substantial
way, then a country 1s ready to emhr=k ca & program of dndustriasization; br.
Gtaley's check list (o parephrused as Tollows:

1. Is there genernl confiderce in the Govermment snd {ts ability
to enforce laws and to provide ressonable progress in education,
health, transportation, agriculture snd other servicen?

2, Is there an expanding market "or the products of industry?

3« Ia there a lubor force sufficliently skilled or aduptable to
meet the nceds ot industry?

4, Are their naturel rescurces or other raw materials sviilable
to meet {nduatrial needs?

5. Is there adequate power end water and are there sufficient
banking, postal, wholesale and ret:dil distrivution services?

6, Are the laws nnd regulntions adequate to safeguard the fruits
of laber and management :skill?

If the answer to thece questicns {s affirmative at lcast in the economically

important regions the country, then clearly, the risk of investing in industry
ia a prudent one thut should be taken.

3.1 Balance between Investment in Industry and Othor Progrem

The queation then arises as to what is the correct balnice between investment
in dndustry and in other sectors? The basic programs slready started during
the primary stage of development curnot be abandonned nor neglected. On the
contrary continruing improvemeats and usunlly expansiuns of the earlier
progrums are necessary.

Given however the finite unture of national resources, the juestion is how
much should o couniry invest in (a) the oix busic programs for development
(mentioned 4n part 2.1 of this report), and (b) u new program of industrial
development?

Because industrialization brings such obvious benefits to an economy, a simple
Answer is, "the more the better", but subject, however o some importunt
restrainta. The first =estraint is imposed by the necursity of continuing
and slowly expanding the six vusic programs.  ln short o country cannot run
before 1t walks. Anothes bauic restraint im to start on n modect scale nnd
to limit Laduatrial develcpment to levels of jnvestment that cen be absorbed.



The answer as to how much should be invested in industry vs. otnher programa
cannot oe answered in a rleni-cut, deflinitive wey, but come guldelines are
suggested as follows:

1

2e

3.

Bven in the lewst developed countries Lhere are nome ertre-
preneurs willing to dnvert in industry becruse by definition
indusiry 1o wiunily capita? intensive and tends Lo be
profitable. Trherefore o certolu amount of local investment
will automutizally seall rn outlet in munufacturing or service
industries, This local nrivate {nvestment con reduce the
costs of investiment from poveranment funds.

Public fundy are still needed, however, to stimulsate and puide

- the fiow of private copital into dndiustry by various devices

such as indusirial louns through guaranteed povernment credit

to lending banks, techulcal edvisory services, market resgearch,
training of managers, and the creotion of certain infrastructure
such as industrial catates, purks or zones. (Itese ore discusaed
later in purt 5,0.)

The upper limit of the financing requirement should he based

on what volume of industrisl investment the country cun absorb
in & given perlod of years. In other words, a good judgement
based on a careful survey is required for each economically
important region as to: (a) the nurber of potentially effective
entrepreneurs there are in the country, (b) the rumber and size
of plants they can rensonably expand or establish, (¢) the
demand for svecific products or services that can be made or
provided locally, and (d) the expectations of ruccess or failure
in expanding or esteblishing vivtle new plants, Such un
industrial financing program {s evolutionary nand an initial
program, however well concelved, should be periodiecally revised,

The upper limit of investment in industry should then be reduced
by the amounts which can be reasonably expected from private
businesamen seeking %o expand or stirt industries, or from
foreign aid and possibly from comm:rcial varnka. The residual
investment for an industry program could then be decided ag ¢+~
capital requirement from public funde needed to finance an
industry program.

Reduced tn a series of steps, the ubove sugrestions for estimating
the capital needs to finsnce industirinl development are as follows
in part 3.2.
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Step A:

Step B:

Step C:

Step D:

Step E:

Step IF:
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8t leant = ~iln® mot . ., e oryartzetin, of an Lotustoial
financlne mecrany =, Tre e rataiytie meary v are *oc,; sed §n

greater detat la cart %, Al this rengr o,

T™he costa ‘mlig. W thia Dtew 2 gl he a1l L1 eontrant o
otier develapmentel trees w0 and weaid logloally By tee gprew
limit of gover Ant § ywu‘2ont {n an LB luB'ry pregram for one or
twn year periad in coiat-ibn whier are Yan' beglnrl g to develop,
The nubsequent couts of ar tadimtry yrocrae could be ar-ived at
through niher s eps supgeste! ne i thrgor- |, below,

Determine the numbe: of and prefer=bdly the {dentity of patential
entreprereurs in each maicr town. (Usually t.ese woul? ke the few
pecple wio are alreadty tn dusinecas, possibly am troders, managers
of transport sarvices, conirmetora, logser., Laporters, or

promi dng gradustes nf technical sehorlsn,)

Determine what types «f tatuistrial enterprises notential entre-
preneurs war: to estedblisk or evoand; Li.e, d6¢ they went Lo Senw-
facture {urniture, cerarice, lea*her goods, tentiles; do they
want to atart nrinting estadlishee:ts, Lekeries, rice mille, ofl
wille, fiour mi'la, saw milla, rese’r pervices for electrieal
goods, or dleuel iniertior sumps, puasncer cars, or seving
machinex? Do tiiey want fo morket their praducts and services
in the local comurity, on a natien-wite sca’s, or expirt?

Determire 41 there i: encuph of a Jemand for the produsts sad
services ldentified .nider U, locally, rationally or in export
markets to enable the Siep O enterprises o operate visbly?
(Step D 3a & screeaing procesa tn elimins'e capacity thst is
clearly excescive,’

Determine what ‘ypes of plarts and of what capacity are nevded
in the country but have ra! .een suggestisd By tne local entre.
preneural communlty, Tuls is a recsarcn task based on A
analysis of whal goods are ace isperted sad which esuld be made
locally plus o analysis of cerviee industry :equiremseats,

Determire the capital rejuirezents for establishing the enter.
prisey decided inler Steps Y and ¥, "ts {rvalig recenreh and &
tecinical appreiacl of ti= e Lo of ‘aporied micninery (foreigm
exchange)l, the cont of tulldirga, and the ree’s for work!ng cepital,
often e et wirkyi @ cepr. sl 8 snoure tooee motha of Ltarleud
oprrations.



Step G: Estimute whnt i- lirely ¢o be the attrition 1a entrepreneursa, that
1s how many enterrrisens gnde- Pleps 0 onrd B owould fril to
fnteriulize,

Step H:  Determine *he sriceities, it 15 what should he atarte! Tirat?
a gerles of «w mills, o= furniture sheps? automobile reratr
shops? o knitting ~1117 & coranics Jilint? m cold storape plant?
or leatner ;cois proce sing planta?  Thig priosity list iould
indlente whint rlanco ohould e started $n the tirat, gecond, or
third year, ead Wit shou'd be prstponed,

Step I: Determine the capital needed for plants dmplic' v under Step H
less the stirition «stlmnted under Stes 4.

Step U:  Tn mout countries zertuln infrastructure is neodad to launch
industrial developmont, that is industrial estates or aoneg, power
genersticn ard distribution, water supply, snd access roads. This
ie a necessary governmeninl expense prercquisite to starting
induatry. fut this eqrenue for infrastrusture should be calculated
on the busis of wonelucions under the forepaing Step ! above, and
not varcd on wishful *hirking or a cesire to force n dispersal of
induatry into srecs wiere entreprencur. sre few and mirkets small.

L

The aceompliskmant of Steps 4 through J enebles a newly developing country to
calculate the general magni‘ude of costs of an industrinlization program.

The coats of Step A (technical servicea) and Step  (infrestructure) are basie
to the coats of an industrializariorn progranm,

The amounta to be invested under Steps A and J depend on the objective findings
of the other Steps B throush I and depend on a policy decision as to what
additional amounts specifically for indugtry should be added to the on-going
developmental budget, If o country starta on o small scale, which is recome
menduble, the tnitial costa of S5teps £ oand J should be modest covering for
example a nucleus ndvisory and research group of 5, 10 or 20 officers plus

the cnpital costs of ur indnstriel sore or estate with appropriate uccess to
power, water and transportution,

Beyond the costs of Steps A end T, the capital reqeirement for new industrial
eapacity can becon: a mujor cost bu* some variables nay reduce this cost to
the country a5 outlined in furthor succescive stepe below:

Step K:  In almost uny country there are u certain number of persons with
entreprencurial skills 2 mentioned. Many of these persons can
Judge how much money tley are willing Lo invest or able to obtain
from f{riends &rd relatives for on investment 4n industry., Of the
total capital costs estimated under Steps B through I, an estimate
18 needed ns to how much canial iy likely to be avuilable
spontaneously from the entreprcneurial comuunity. In the case of
gome nlants, the amount of private capltal might Se oy Liph as 100%,
but in rost cases, She ernroeprenenr; would he shle or willing to
fuvest muen Less, for examole 5035, % ar 204,
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The amount of capital not finsnceable by the entrepreneurs
tnempelves for the first yvear's specific 1ist of priority
projects (gee nbove Step H) could be taken as an estimate for
the cupltal needed in tre first yooar to finance new or
expanded dndustry,

Step L: Depending on the clircumstauces of the country concerned, the
capitol requirerment under Step K might be further reduced 1if
private barkin; institutions and foreipn atd source; are willing
to provide some of the capitnl. Srecific assumptions on these
amounts snould be made under this step to arrive at » final
estimate of the capital regquired to leweh an industrinlication
prozram,

In summary the ccsts to governments for an industrial development program in

the first and second year would probably be limited the cost of Step A, the

estoblishment of services for advice, research, training and finaneing.

Costs in the second or third year would probably be limited to a continuation

of coats in Step A plus the cost of eatabliohing minimum infrastruclure in
Step Je

The costa to governments in the third or fourth year would include a con-
tinuation of coats directly associuted with Steps A and J plus the capital
required to estublish or expand the highest priority industrisl planta,

The latter cost would be reduced, however, by the amounts thut dusinessmen
themselves would be prepared to invest and the umounts that commercial banking
institutions or foreign aid agencies would be prepared to underwrite,

After financing Steps A and J, the costn of an industry program would rise
or fall depending on the nature of a policy decision of the government
concerned. The government could decide to provide the capitnl for only a

few or for many of the plants identified as having priority under Steps H and
I listed abdbove.

It 15 recommended thut the oripinal six development objectives (see part 2.,0)
of the primary stage should not be neglected. They should definit: ly be
continued during the industrialization stages of development. Howev:r, an
industry program  should increasingly become a claimant for nationa.
regources both in terms of private und public contributions. If this cannet
be done, countries have such options as: seeking more external sources of
firancing,or of increasing their government revenues, or of deferring the
advantuges of industrialization to later yecarsa.

There {3 donger of going too far and progruming too much for industry as a
result of unwarranted optimism regarding the ability of private enterpreneurs
to come forward, There is also a danger on the purt of governmental
authorities to be overly reluctent in committing public funds needed to
finance industrisl promotional activities, Step A, and the industrial iafre-
structure as cited in Step J.
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In nome countries, atternts - ve poen wode to forece {ndustrinlization into rural
aress Ap reapense %0 vollitical r enrures and a dusire 0 wrrest the movement of
peonle fivm rural "6 iima a ess.  In <re auch country, a Loverament policy

w8 adonted o aulld A frjustila’ eatele in evers liotrict'; thia policy
resulted {n the co.tly estanlisrment of 12 Ludustrinl ecqtaten, 1’ of which have
remajned emply or (eriou. iy uideratilizec for @ period of eight years since
taelr egtubli shnent, Thers were mu.y rcasons for the nen-utilizantion of the

1S @satates, but be. dcally taere was net erouph local purechunirg power to

support the aivds of frdastry origi [ly cortempiated rud the entntes wers never
sceupled, T industries orivinally plenned were for the production of con-
sumer gowde such ar metal fdtures, electricnl wunda, garments, plaatic utensils,
founiries for- casiing spare part., fuctwena=, textiles,

In the mame country, nowever, plants were succe- nfully established in rural
areas Lo process ‘rults and vegeiables, to mill rice, to store perishables, and
*e make dairy products, Theee rurally located plunts have served the dual
purpose of seeting demind wnd of atimulasting locul farmers to grow cush crops.
In peneral the loce. farmers had previously produced only paddy rice and
vegetables, but tie avallability of fruit canneriea und ¢ cold storuge plant
stimulated tre proluction of berries for jam and potatoes for cold storage.
There are three dirtinct growinpg seasons in thne country referred to und local
farmers had typicnlly allowed lhvair lords to remadn fallow during one of the
growving -=easons, The development of near-by fectories offered farmers an
incentive to cultivate crops or frui®s during all three proving seasonds.

Ia remote islaris of *he Ryukyvu chain, pineapnle cunneries and sugar millas
were gited in the center of { raing areas nnd resulted {n unprecedented
profuctivity arc nrosuegplty amony the farming community.

Other types of industries which ndd to the weight or bulk of ruow materials,
which serve large nusbers of concumers, or which perform a unervice are more
ltuely to be viuble 4f located in towns and cities. (Jee Annex IJ to UNIDO
paper listed 4n Appendix A, !tem Mo, P-4 for further information on types of
industry suitable Tor digpersed, L.e. non-centrnlized location., This listing
is reproduced in this revort o Appendir 7))

To arrest the urban rift, non-industrial policies such as improvements in
agricultural productivity, ruril health, sducation, opportunities for enter~
tatnment and recre.tion, the dlapersal of retall stores, and better trang-
portation are ;ossibilities to conzider,




h,0 PCLIUIES FOR :NCOMRAGTNTG UH: GRCATH OF INDICINOUS INDUSTRIES

Y

This chapter deals with the zr:idc cornditiors and policy framework that are
conducive to the risne of 1ndicenous indus‘ry. I most countries that are
just beginning to indus*trialize, u cu.trast can be seen between (a) capital
intensive, large-scale, technolopically advanced sometimes expatriate-owned
plants, snd (b) indigenous intustry. As mentioned; the indigenous or native
industry is usually churacterized by small scale, labor intensive, primitive
rlants handicapped by low productivit:.

Tne comments here relate tc native L. dusiry and offer surgestions as to
rolicies whereby this type of industiy cun be atreongthened o that over time
n local industriel buse will emerpe.

Parta 4.1 through 4., 4immedintely belcw suggest that a small industry policy
may rol be D011y anceons ful e tegdn to coluethree typical problems that are
n cause for anxiety in newly developing countries, Thnne three problems are
the drift of population %o towns, tne perpetuation of traditional crafts for

utilitarian vroducts, and the immecdiate alleviation of unemployment,

Parta 4.5 through L., discuse ohjectives thet are more relevant to a small.
industry policy. :

.4 Industrial Policy snd Urban Urift

The drift of population to cities in most industrializing countries has caused
distress 4in recent years. The young farmer who travels to a city usually
cersses to be employed as soon as he leaves the farm, and quite often joins the
ranks of the officially clerusified unemployed the moment he srrives in the city.
This unemployment brings with it the attendant problems of congestion, housing
snortages, & lack of wnler snd sanitation, aud the implicit threat of political
disturbance.

The movement. of populations toward cities would seem to justify a policy of
decentralizing industry as a technique for reversing the flow of people.
Unfortunately urban drift creates a serinua dilemma with respect to industrial
location. On the one hand, it i3 economically proven that certain types of
industry prosper where markets exint and therefore most industry throughout the
world tends to concentrate in townu and cities. It ia equally true that such
a concentration anccelerates  *le urban drift and further aggravates the
unemploymoent problem,

Nevertheless there are delinitely certain types of industries that lopically
should be altted in rural arens, f developrent policies encourage such
industries i{n raral areis the Auni objective of {pdustrinlization plus &
re‘nrding {nflusnce on wrtun misration con Le furthered, “ome cuspgestions for
t 90licy of jecating V- tincry 1n rurml arece can be found by analyzing the
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types of industries that historically have been found to be economical in
rural areas. Also an evaluiation of experience in countries like Zambia, for
example, where rural industry is being deliberately fostered would be useful.

4,2 Industrialization and Traditional Crafts

In almost all countries there is a traditional handicraft industry based
largely on manual processes in the home and aimed at the production of artistic
or ornamental goods. These industries have a useful role as suppliers of goods
for tourists or for export. In some countries, there are also traditional
industries which produce utilitarian articles for mass consumption but by
primitive manual methods.

In general, these traditional industries require special treatment outside the
8cope of a small industry policy. This is because the valune of artistic and
ornamental products is often their manual input -- the antithesis of mechanized
industrial processes. Special treatment is ulso required for individuals
engaged in native industry for the production of utilitarian goods such as
hand-woven cloth. Thie is because these individuals pose a social rather then
an industrial problem, There i no doubt that the hand-loom operators in
India, Pakistan and Peru or the cobblers of FEcuador will suffer in competition
with modern industry. A separate policy should offer these people a means of
transition but not provide them an incentive to remain engaged in their
traditional fields.

Industrialization policy can speed the transition of traditional artisans into
modern amall scale manufacturing industry. 1In West Cameroon, for example,
the district governments have established ariisan sheds in the market places
of towns. This policy has begun to create service incustries; tailors and
dress makers can be seen using sewing machines and cobblers using grinders to
finish shoe soles. In Karachi, Pakistan, a few carpentera can be seen using
electric tools. Persons enguged in such activities are in a transitional
atage between being traditional artisans and the managers of small factories.

Policies for the provision of work space in public markets, the extension of

loans to purchase equipment, and the furnishing of literature on modera
designs will stimulate such artimsns to improve and expand their activities.

4.3 Industrialization and Pmployment

Industrialization policies of some countries have perhaps gone too far in
trying to make industry a vehicle for raising employment., Such policies

have given higher priority to social problems than to {ndustrialiszatiom. f¢
example, the deliberate fostering of hand loom weaving in India and

Pakistan, Nevertheless, soclial problems and unemployment are realities that
must be faced in the total program for the least develoned countries.,




Therafore 1% 1s useful to ccnslder whr' typen o industry and ecnecially

why types of technologirs cuan yleld the grestest emplovment. fippendix C
herewith, based on a study vy Alexander Neilson for UNIDO, nhows labor
irtensite in 85 types of spoil Ltedustry, ranked {rom ‘ne most lobor intennive
to the lenst Yuhor intensive, The caleulations ure tased on the investment
per employee and the dota show how much employment can be generated in
fndustry per untt of investmant. ‘lhere is & surprising'y wide variation

from industry Lo jndustry. Por example, cortain processes for makine laundry
sunp require an investment of only 4L per empiayee, whereas hv contrast the
munufacture of mufflers for vehic'e- requires $9,900 per employee or 20 times
as much invastment,

To the extent thol choices in technology are possilLle, the labor i{ntensive
technologies mignt be chosen. While sncrificing product quality and
productivity, such choices can -+t least accelerate the pruzess of industri-
sllention while at the samt time providiang more employment.

There is one machinery supolier company in Capan (and possibly others the
writera are not awsre of) which specializes in filling orders for labor
intensive machinery. Their catnloz ir entitled "Providing the World with
More Food and Employment'; the cost is $10.00 including airmail postage and
the adiress is CSCOCO, P. 0. Box 2, Ibaraki City, Osika-fu, Japan.

4.4 Arguments for and against Government Ownership of Manufacturine Planta

The policy support of governments in programs of industrial development,
especially in the least developed countries, is important and necessary.
Some of the positive policies that can be taken to encourage industry are
discussed in Section 4.5 below. FKut whether or not governments should
ectually set up manufacturing and service industries (as for example in
Ghana, Guinea or Burm:) is a moot point.

Where there is clearly no local mansgerial talen® or initiative, it can be
arpued that the only feasible way to begin the process of industrialization
is for governments to own and operate factories for meeting the local needs
for essential products, for exampl., textiles, food, construction materials,
and ferti{lizers.

The writers believe, however, that government-owned and cperated plants
especially smullescale plants can i{n the long-run have a damaging effect on
irdustrialization. This {s becsuse privnte entrepreneurs are fearful of
gevernment competition and will divert their attention to trading or con-
tracting and not *to industrial production if there {5 a chance that govern-
ment will enter the omull induatry tield.

Usually the seeming abseuce of private initintive can be exnliined hy the

failure to mdop* techniques for promoting small industry diseussed in Chapter S

below,




Sometimes povernments seek to hasten ina-atrializatjon iy a program of 'joint
ventures" whereby a government ag2.cy an & private entrepreneur iointly
certribute apiial for ¢he establiment o7 a manufacturine enterprise. This
arrangements Jdoes serve the purpose of providing needed capital for industry,
but it divides mapagement betweea o privete individual and o povernment agency.
Thig divisnion of muagrement cends, ta Tesen the fnitintive and decision-
making {lexibilsty of the provate entrenreneur, Often povermnmeninl particl-
nation deliys onerctinge decicions heenime tne government partner must ususlly
obtain the clearances of his cellesgues hefore miking decisions having
firancinl implications for the future. In general entrepreneurs are hesitant
nbout joining forces w!th a sovernment ageacy necause *hey lose control of the
company ard tne capital which they huve invested,

Altern.tive technigues for providing invaestment capital ure mentioned later in
Chapter 5 of this report (see vpapes 47 throursh £.0),

b.5 Posgitive Aims of a Small Trlustry Policy

Parts 4.1 through 4.4 above have discussed problems that are serious in newly
developing countries but whicn industriellization cannct entirely solve.
Industrial policy should be aimed directly at other problems and might there-
fore have goals such as those suggested below,

A small industry policy should encourage the Jlevelopment of:

(n) local industry that can produce goods and services of hetter
quality and at lower cost than traditional indusiry for the
public at large; (b) industry that is economically viable and
can muke a profit and thus contribute to capital formation,
reinvestment and the ultimate tax base of the nation; (c)
industry that can convert locil raw materinls into more valuable
manu factured products) industry that can produce pgoods that are

(Contvmucd on next page)
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otherwise unavailsble or s2lse available only af nigh coat from
outside., (Expressed in economic terms, new industrial capaciry
should be able to incress2 the totel national product by
increasing the value ndded tLrough proceassing of ruaw materials.);
{e) industry thnt can sunply government agencles with preducts they
need, e.z. footwear and uniforms for the police und military;
cquipmerit, bedding, cement tlocks, lumber, furriture, und hardware
fixtures for hospitals, schools and povernment building:s;

(f) industries that provide repair services, e.c. typewriter and
automotive repair and trangport, telephone lira and instrument
repair and manufacturing; and (g) indvstry that can provide
scervices and sem!-finished goods for large-scale and established
actories on & sub-contrecting busis,

4,6 Cultivating Entrepreneurs as a National Asset

In every country there are potential entrepreneura, peraons who by instinci
and ability see the advantage to themselves of utilizing machinery to perfora
a service or make a product. These entrepreneurs are a natural reaource
which can be developed and expanded into a major national asset.

As with any natural resource, entrepreneurial skill does not make a contributlon
to the national economy unless it ia deliberately devcloped. Nor is the
contribution likely to be immediate, but usually takes & period of years before
it can have an «ffect. Unfortunately the individual entreprencur cannot be
counted on to achieve o dramaticully sudden or large acale impact on the
economy, Taken collectively, however, the energy of a group of entrepreneurs
can have a substantial economic impact.

4.7 Dignifying the Status of Smell Industry

National economic policies that recognize entrepreneurs as & national asset
and which stimulate the latent productive energy of entrepreneurs can become
& useful tool for economic development,

Unfortunately from the standpoint of adminiastrative simplicity, the encourage-
ment of entrepreneurs can be a troublesome process. For government officers it
is more immediately productive to ertablish one large saw mill, for example,
than to halp eatoblish 10 small furniture plants scattered throughout the
country, The bureaucratic energy required to permit or to encourage the

large saw mill is about the same as the energy required to estublish a amall
furniture factory. Therefore the short-sighted tendency ias to avolid the
problems of numerous emull plants and to encourage only large plunts.




Tris tendency wos recoguized irn a recen. United Nations naper which
recommended, “"In every country the rolicy shonld be to develop small scale
industry eide-by-side with large-sca™e industria’ projeats (..., and nos
lustead ¢fy or 1in preference Loy oaarge nonie or mediva-ol zed industry.”
{quoted from "Pollcies nd Progranmes for ihe Develooment of Small-geale
Industry, ID/CONF, 16, April o 1anny,

II the aative dndustrinl bass 4 dueliherai:ly »rcoureged, siuch encouragement
will culninute 45 a rupr ity lucreani g teapo of Ancustrindization and &
genaral shifting from prodaction based on mumes fnergy Lo machine energy.

In this way the benefis ol Migher nraduetivity will L. the Jong ron auto-
ratically engue,

4.8 e Need for a Definiidion

Hiatorically, advanced economies ctrrted on & amel® scole and slowiy expanded,
Howevar the newly developing natioss of the 20th century have a potential time
advantage in the sense tho* they can collapse penerotions eof developmental
history into u rew decades. Iney ean dn this by drawine on the resources and
knowledge of the developed world to hastun thelr own industrializution,

However, this Accelerstion requirce policles to make svre that lndustriali-
zation takes place. Withou: sueh yuldcles, the contiasta of industrial
technology within the country an? the contrasts wi i the world outside will
tend to perpetuate themselves with a ever increacing risk tha* the leader-

ship in & develoning country will fei) in itu sfforts Lo bring improved living
stendards to the peogle.

Moat of the countries at sarly ntuges of development have enacted some basie
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legislation to contro) or to encourage industrielization (see Table 2' on pe 56)s

Some have gone further than others and some huve given specific recogni .i0..
to the nead for enccuraging small industry and local entrepreneurs,

To provide thrust to a small industry program, small induatry nends to be

identified by an officl.l defirdtinn and by programs designed to uniquely help
nmall industry ro defined.

Attempts to define small irdustry vary from country to country and different
criteria are used for the definitfon surh am: number of persons engaged,
horsepower of installed machinery, inveatmeust {n (ixed ussetr (4ncluding or
excluting land) valve of production, value added, the use or ron-une of
mechenical motive power, nataive or expatriate ownership.

Ouce fixed by governmental policy, the definition can be helpful or harmful to
the industrializatior procass. The main purpose of the definition should be
to facilitate and certainly not to Lmpede governmental efforts to asnist native
induatry. There are countries where the velinition 1g uo conplicated that it

encourages evasion viien benefits are mede nvplinple to srall  Lndustry;

there ore cases where given induntries or dndividia? plunts fall awkwardly
between the defirdtions of small or lirge industry and eiforte to assist them
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are thus retarded; there have been cases where the rigidity of the definition
places 2 premium on being small and staying small and discourages industry
from expanding or from becoming more highly mechanized.

To avoid administrative problems and yet to have a definition which affords a
spring-board ‘or encouraging native industry, a definit!on should be (a)
simple, (b) t.ilored to encompsss the types of native i,.dustry which a country
.seeks to encourage, (c) set aigh enough or large enough so that the

majority of local plants have room to grow to the point where they are viable
and no longer require governmental benefits, and (d) flexible in the sense
that the definition can be revised to suit changing conditions or to permit
the reclassification of plants as a small or large.

There have sometimes been factories classified initially as small or large
but which are later found through technical analysis to be clasaifiable in a
different category; to avoid interruptions inm & processing stream, and to
avoid a shifting of jurisdiction from one financing or approving agency to
another, it ia better to have flexibility in the definition.

There are numerous small industry cdefinitions to choose from such as those
cited in Modern Small Industry for Developing Countries by Gene Staley and
Richard Morse (see page 12) or from the current practice of developing
countries as reported in UNIDO papera cited in Appendix A of this report.

The writers believe that a definition should be arrived at in part by reference
to the experience elmewhere, but more important,the definition should de based
on a physical survey of the native industry that already exiats plus a concept
of the kind of industry that policy makers want to encourage.

Usually a survey of what plants are already in bein- will disclose certain
_characteriatics that differentiate native sanll industry from the local
_large scale industries. A simple definition based on the value of machinery
installed plus the value of buildings is likely to be the most workable

. definition; for example, a plant having fixed assets valued at $20,000

- (350,000 or $100,000) excluasive of land values might be defined as a small
indus t"o

The value of land ahould be >xcluded _. such a definition because of sharp
variations in the price of land as between urban and rural areas or the price
of 1and on an industrial estate as compared with the commercial value of land.
. The use of other criteria can complicate administrative determinations as to
~what 13 small or large and can result in more avenues for evasion,

w k.9 Incentives to Small Industry

Once defined, small industry as a subject of national policy usually needs to
have certain incentives to grov and prosper. Theee incentivea can consist of
a range of benefits auch as (a) reduced customs tariffs on imported raw
materials, (b) exemption from corporate income taxes for three to five years,
(¢) preferential treatment in awarding contracts for government procurement,
for exsmple, allowing awards to companies which are defined as small industry




even though their bids are 10% higher than the lowest offer, (d) reduced
rates for access to land on industrial estates or in industrial zones, (@)
preferential allocations of transport space when needed, {f) access to
arrangements for financing fixed assets and working capltal, (g) assistance
in management, and technical ruidance, and (h) marketirz of artistic handi-
craft products in tourist hotels, sirports, and in foreign countrics.

These benefits r 'ed to be administered 1 'th caution keeplr: {n mind that

the main objective is to encouvige the ~=nwth or expansion of small industry.
Once a company has grown beyond the status of small industry as officially
defined, special benefits should be discontinued.

h,10 The Importance of Iﬂlementins Techniques

No matter how well they are conceived, policies can fail unless effective
implementing techniques are followed. GSome of the techniques include the
preparation of an industrial plan, building of infrastructure, providing
voeational education, management and technical assistance, and financing
arrangements. These techniques are discussed in the following chapter.
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5.1 Tne Paaic Tacrng 1u2n
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In general there are five =g sntin’ * ehnioues for tre -urcess’ul execution
of & amall industry program .n ‘e least irndustrislised countries:

1. Creaticn n® » prvernps al rnltey acency for forvard nlenring
and for prom.ting tne interrats Sf small infus'ry by
obtaining loeal fineeing and support end by provifing o
focal point tn wnleh forelgr sources of aid ren comel® thelr
resources.

Creation of s small industry advis ry service to provide

nt advice, techaienl information on machinery and
rev materials, research serviees and marketing assistaace,
and special expediting of governmental actiors sueh aa
customs clearance, impert approvals, pover and vater systoma
installation, easentia) travel sbroad for market gnvestigation
or truining.

Providing & mesns for firencing the ewxplisl needs ef amall
1&&8%1‘?.

Providing vocatiomal training in tradea and basit Sanage-
sent ekillas,

Providing infragtructire such as power, {ndustrial water,
and traasportation fecilities. (Oftea these can be provided
sost sconomically by the construetion of {rdustrial eatates
or establishing industrial tomes.)

There are additional trcnalyues wiici say Also be {e;ortant depending o8 the
circumstances of the goun'ry concernt .o  Theae include (6) the previsiem
of common facilities Li 00t \s.iusis..u By pravate indws .y (o.g. foundrice
for casting mpere parts, sav milln, wood kilns, tanneries, slectrical repalr
services, sutosotive repair services), (7) the premotion of inter-company
contraeting, (8) help in necuring government contracts, (9) the allocation of
transportation or warehouase space needed by emall indusiry, {10) assistance ia
labor relations, (11) the mon'tering of gtandards for prodeets snd pleat
sanitation, (17) laberatery research and testing of rev materials and
products, and (13) elimination or reduetion of custoss duties snd tanes.

5.2 What Other Countries sre Doing

Most of the developing countries are pursuing policies of small Andustry
development but to varying degrees. Of the leas developed couatries,
Colombia, Leuader, Indim, lvory Const, Nigeria, Pakistan, Seaegel, and Sudee
appear to be especially active and sre achievirng varying degrees of sucedar.
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Table 2 which follows psge 35 shows various techniques being used in African
countries %o promote industry specifically: (a) eatablishment of & policy,
or logal basis for encoursging industrial development, (b) industrial
promotion services such as mansgement and industrial advisory services

{¢) tndustrial financing, {d) estabilshment of induatrial eatates or zones,
and (o) vocationa. training. Table 2 is based on the reports of countries
to the United Nations (see Appuiuix A) and ls undoubtedly not a complete
listing of actions being taken. The table does suggest, however, that about
half the countries have not yet actively launched programs for industrial
promotion services, industrial financing, development of industrial estates
or sones, and vocational training. The data from Table 2 is cummarized below,

ACTIONS BEING TAKEN BY THIRTY-TWO
AFRICAN COUNTRIES TO PROMOTE
SMALL INDUSTRY DEVELOPMENT
AS_NEPORTED JN PAPERS TO THE UNITED NATIONS

Number of Countries
Taking Action out of

32 Reporting
Countries Percent of Total .
a., Provision of s national k
poliey or legal basis for 30 ol
eneouraging industrial
developuent
b. Iadustrial promotion services '
sweh as management and 18 sés
industrial advisory services progranms
¢. Industrial financing 14 b
¢. Isteblishment of industrial
estates or sones 5 166
e. Vesational training (probdadly
some training is not reported) 10 31 ]

Source: Tadle 2




;%5,;,1 A Minimum Program for the least Developed Countries

' The five techniaoues mentioned above in section 5.1 ahove mavy B¢ too elabormale
and costly fos countries at the lowest end of the development apectrus. Al
least a partial adoption of these te-rniqres would prohably nrove helpful - -
even the leaat iJevelnped courtrins.

-~ The discussion of the five techniques, starting with section ©.,4 of this
chapter is intended to suggest a range of possible actiona, ornly some of
- which might be feasible in countries just starting to develop. '~ eych
. countries, highly simplified techriques would be the hest for promoting
" native industry.

Certain minimum measures might be considered as a point of departure,
Probably a prerequisite would be the formalized recognition by the central
government of the need for industrialization and the assignment of premotionmsl
responsibilities to a specific individual or office. JSupporting the governmen®
level, the nucleus of an advisory service might be estadlished as a second
step. At first, such a service might conaist only of a foreign expert and »
few local counterparts. A modest loan fund for the financing of equipment
and machinery, but not for loans in cash, should socn be made avatlable
because without financiag, the policy and advisory efforta tend teo be
ineffective. Some minimum infrastructure might be considered such as the
electrification of given area where artisans and repair shops could de
attracted., Possibly the provision of work sheds might follew, even sheds
2s small as 30 sguare meters, but with removable partitions to permit vitimste
expansion,

4
:
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5.4 Suzgested Orgurizatinn o/ ‘mall Industry Jeveloomenr

rdgure © on the followlius poge ¢ lustrates ths ‘ype of orpuntization that
could carry cut the five heolc cechrdgues menticned nbove, Thia concept
stavty with & semd -dndependeat covernrenlal aclicy and plannin,- orp‘;miziyzion.
crnowe AR 1ten A in the dinpr-oc. Outorddante to *hiy nprncy, would be four
crectialized g oraps shown dn tie dlagran o grouns 2. 0, Dand B oas follows:
Grouv B 18 concerred with {ndeatrial alvisory se-vices or courseling of
catrenreneurg, reseurch services to helo determine rromising industrial
opportunilies, execu'ion and expedicing of projects orrketirg asgisiance and
muna-em-nt development, that is wdult education in buainess rud!ects.

Croup ¢ i3 concerncd with the plsuning and bullding of {infrostructure needed
e supnort industry.e  Group D is noncerned with finwmciss and iroup E with
viocational tradning,

Tra o~gnanization for indurtrial develupment should contain a system of checka
snd bnlances, Group A, for example, should be promotional, and as such should
rut b2 hampered by the direct supervision of u miriatry for its doy-to-day
operations; at the game time, it choulid, of cournr, work within the policy
fpuide lines of «n appropriate ministry (such as o Ministry of Trade and
Industry).

The principal execcutive arms for fGroup A would be the Groups B and C engaged
in day-to-day ccunselling of entrepreneurs, research to determine profitable
!ines of industrial development, and in establishing water, power, and
transportation facilities subject to guidance by Uroup A.

An opposed to Qroups A, B and C, the f{inancing group D, in many countries is

independent {n the sense that it has the right to challenge the recommendations
of A and B. While it must necessarily rely on the techrical judgements of
Group B, it has every reason to question the feasibility of un industrial
project before committing itself to finuincial mupport.

While Group D, the financing group may enjoy some independence from A and B,
the active collsboration of Croup D 1s critical to the succesa of A and B,
This is because promotioral and advirory programs are not appreciated and
sometimes not welcomed by a business community unless they provide access to
Zinancing. The typical entreprencur takes little interest in advice and
other government ngencies take little interest in promotion unless there is
finaneing available to convert advice and promotional efforts into action.
Ir other words no factories can he built or expanded unless there is money to
translate idens into reality.

Group E is shown in Figure 1 as belug separate from the other groups; this is
because the rield of vocational education typically falls in most countries
under a different ministry, is often funded by different budgets, and is
intended to train personncl for a wide range of activities of which industry
is only one component. The decisions as to the types of vocational training
offered should be made, however,in response to the manpower requirements
inmplicit 4n the program of industrialization.
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3 s 3Suggeatiorna f5r a~ Irdu~try Flan

. wlar for Lrdusr=iciizacion, aach an mentioned 41 nart 1,2 (page 2 nmbeve),

-q;.4 well necome o of the Tlret careernn 2% Srous A, the prllcy arnd
piarriag eroun (1ae ¥irure 1Y, Tageested helow are some cnvent., regariing
wr Letuiirs nlan diewm Tppm b erpr,er o Al deve oplirs routtriea,

A elar sh2ili he ta.sd on a realistic sporalss’ n? wmat wirds ef induastry

airealy exiat ant ca b erprroied, 1* is ~ften more ecunomical %o bulid
an wha® i alreacy ir betop and to ewpanl the cap irity of facteries, however
pramitive, *rat nave sirenly started. A brersquiaite ts sush pla~ni:g ia of

course a series of fleld vixits to inventory whnt fndust=y a'ready exists and
ro at leaat ea’imate the fiven copital, employment, wulen, profits, markets,
cvm products #od value addad of » large mample. (Prorle who nave griven land
rovers or lecpe or walked %iroug tie mud ard Aumt to <ee fuctories cun
rroviie the kind of Wicwiedge necied to nels develop a plan.)

A plen should liat potential sroj-cta for the establia mert of new plants and
tre exransion of existing plants, ranked in order of pricrity, for example,
projects to be financed {1 the first, seeo4, trird or later years and those
which might be comsidered on s in the long range. The nlan anowld indicate
the approximate loc:l eurrency and fore.sn exchange conts of each project, and
what is neadel from loc:l private sources, government fuids, ent foreign ald
(see psrt 3.2 abrve on page 2').

doth manufacturing and service industries should be included; the latter are
of ten overlooked But sre eritical ia maintaining the momentum of industriali-
sation., Esmcntial service industries ineluds tre repair of mutomohiles, fuel
injection pumps for diesel engines, elactrieal applisnces, and general
machinery ineluding the capting of spare partis.

A plan sheuld take into sccount the goeds that are now imported and cleseify
the types and quantities of such goeds that can be made leeally. Aay plen
srould not be final but rether sheuld recognisze the fact many petentially
srefitable {deas coaceived ny private pusine smen will later be scceptadle
in the light of experience, In pome eountrins, projeets fer potentially
vishle plants have Been rejected just because such projecta were not included
in the plan,

The inclusion of specific prolects ¢n the plan should net be taken as #
positive and final endersesment of the projeats, Bu’ rather such projects
stould be conaidered pocsible prolecta each of whieh is to de explored for
actual feasidility and deiaiied couting at a later date,

The plan stould be editerially well presented so as te become a vehicle for
seeking the finaneial sunport of foreipn aia agencies and a Justification for
the 1ncal fimancing 2f o:gonizstions such as tnese shown in Figure 1, ttem D,

The plan sheuld be widely publieized a8 a means of muggestirg %0 local entre-
prensurs the kinds eof industry that they might wish to consiaer,




5.5 Industrinl‘Alvinorv_:ggfqggp ssr Yntrepreneurs

Many cointries hnve {ound - a zoverament-sponsored indiustrial advisory
service ia the narve center oI oan {rourtrial deveiopment prografis (See
item 3 4in Figure 1. Seafiod Wit oung nrofeacionals having packgrounds
in engineering &nd marv e i conomiss . thiln group typieaily has the task

of directly srimulntii= e prowin 9 b 1aufnesturias ond gervice industries
by generatine enthualnem R S nOelE e for Codnntricllcasion.

Usually such 2 group gorks wi®t hwmgineromern Or piont managers and grounds
{tmelf 4n 1 thorourn Kiowiedzs of tae e LO-GRy WOTK rroblems of local
factories. L% curn serve .s t7g eyes pad eurs of Lhe pollcy group (Ltem A
in Pleure V) and ¢nn provide n practiconl baeis for plerning and for the
docomentation of roquests tor “apeips nid or domestic iendings

"he measire of auccess or fatiure ol “his industrial advisory service is:
e number of profitable mur fneturing and service plants established or
expanded. Gome 7f the ind il uleps thnt might be iaken by ‘roup 3 are
mentioned beluw. ~.» pxeeuticr of theae atens serves the dual purpose of
training key officers uid 07 st odng daty for the insustrial plan.

5,%.1 Finding ou® %% Drolucts nre in Demand

An initial ntep for the rraearch of ficera of the i{ndustrial advisory
group would be a rurvey 0 detergine the locel demand for products
and servicea, e renolling cnformatior would be pasic to the
{ndustrinl plar mentioned sapiicr.

1n Sdentifying proluCta, relianer on six-digit import rigures would
be helpful, but no” erough. Careful interviews with traders,
importera, and & sample of consumers would also be necessary.

The objective wonld he to find ont conuumption of such products as
dinner ware, matches, candles, rrit goods, blankets, flash lights,
enamel ware ssucenans, poty, driocing pglosses, comba, bottles of
hatr oil, noap, etcC.

In the cervices field, the nhjective would be to find out how many
ddesel enginei, how many typewriters, ana how many rediocs, etc.
need repsir and how often.

The survey should also cover government procurement for hoapi tals,
schools, the military, police, publlc works department, air ports,
and power plantu.

5¢5.2 Knowinzt ternl Industry in Detail

An initial task for counselling of {icers in the advisory group

would be o lenrn about the Jocal inustrinl community in detail
through firld tripo ard plant inupections and to classify local
industry by product gromps 48 sovered by the ISIC codes (International




Statistical Industrial Clesoification), (See Appendix E.)
Individual counselling of ficers micht tend to specialize in » given
type of industry.

5.5.3 Helping Entreprencurs and Identifying Good Vanapers

The advisory group woul” continually act as a special pleader for
entrepreneurs in seekinp to expedite their applications for financing,
facili tating customs clearances, expediting the completion of power.'
water and transportatiocn facilities with the help of Group C (sce
Figure 1), and would help provide guidance in determining the kinds of
training for employees through the vocational sehoola in cooperation

with Group E (Figure 1).

Part of the encouragement to entrepreneurs would iuvolve liaison with
government agencies in charge of procurement of goods und scrvices, for
example of schools supplies, uniforms, telephone and telegraph equipment,
building fixtures, electrical contracting, automotive repair. The group
would then help direct such procurement to qualified entreprencurs.
Sindlar assistance to entrepreneurs would include the encouragement of
sub-contracting as between major established companies and new industriea,

A major task of the industrial advisory group would be to identify
candidate entrepreneurs from among such groups as importers, promising
graduates of vocational schools, craf tamen, or supervisors in existing
planta.

After industrial projects are approved, the group would help entrepreneurs
(a) determine the specifications of machinery, (b) monitor compliance
with specifications on the part of machinery suppliera, (c) assist banks
or financing agencies (see Group D in Figure 1) in correctly 1isting
pachinery on L/C's, (d) mopitor suppliers' requests for amendments of
shipment dates and documentation, () help entrepreneurs to visit
operanting plants within the country or abroad to observe management and
production techniques, and (f) help entreprcneurds design and lay out
their planta, and make effective contracts for construction.

5.5.4 Selecting Machinery

Once financing of industrial equipment has become available to a develop-
ing country, the industrial advisory group faces the criticai task of
selecting, machinery for new or expanded plantsa. This function deserves
special mention because banks cannot open letters of credit and the
feanibility analysis of individual projectr cannot be completed without
cost estimates of the machinery, and a forecaat of productive capacity
and operating costa.




The selection of machinery often involves an identification of
suppliers in a given source country. This is because aid loans fron
the United States, U.K., Frunce, Scandenavian countries, or Japan are
o’ten "tied loans" in the sense that machinery can only be purchased
from the country furnishing the foreign aid.

Extended correspondence with suppliers is sometimes needed in order to

arrive at a selection of machinery., Unfortunately, suppliers of industrial
sachinery are usually reluctant to send detailed information regarding
machinery to countries where no previous pattern of procurement has been
established or where the procedures for payment have not been tésted. To
eldcit interest from such suppliers, it is useful to work through the
commercia)l of ficers of embassies or consulates representing the country

in which a supplier is located. These commercial officers are usually

willing to help in the identification of suppliers and will often {orward
copies of correspondence to the suppliers in order to assist the

industrial advisory group in obtaining detailed cost or engineering
information. Once a supplier furnishes a firm offer with prices (often
called a "pro forma invoice" or "quotation'), project feasibility analysis
can proceed.

Usually at this stage, export engineering advice is needed to reviev the
sachinery specifications and to determine whether the proposed equipment
18 balanced, has the correct capacity, is suited to the local electrical
supply, and can be maintained in the country.

In almost any capital city or port town there are representatives or
agents of machinery suppliers (sometimes called "indenters”). This
community of importers is often small at firat, but as an industrial
development program gathers momentum, these agents will increase in
numbers and in engineering competence. Slowly these agents can begin
to provide very useful support to the induatrial advisory group. They
can help in recommending equipment, provide operating manuals and
engineering advice, and can often be persuaded to arrange for the sending
of installation and start-up specialists from the supplying country or
from some nearby country where the machinery thcy are selling is already
in operation.

;

To strengthen the community of import agents, it is often useful for the
industrial advisory group to maintain a library of certain standard
reference works that identify machinery suppliers. Some of the well .
known guides or sources of information on machinery suppliers are: :
l_x_?rt Directory of Denmark; Kompass, the French guide; who Makes Machinery
a West Gorman %ﬁr; stundord Trade Index of Jupnan; Mac Rae's Blue '
and Thomas Rericter of the United Statea. ‘ihese and other pguides to
machinery sclection arc mentioned in Appendix D of this report. ()

L

As bdackground for selecting specific machinery, information on general
machine;’y requircments and costa can be found in publications dealing vith
“package plants" or ‘mndel schemes'. Some of the best literuture of this
has been prepsred in India through the Small Industry Extension
Training Institute (SIET) in Hydersbad, Andhra Pradesn, India, Similar
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material nas been prepared by the USAID in Washington, D.C. known as
“"Industry Profiles''., 'The East Pakistan Small Industries Corporation
(EPSIC), in Dacca, Fast Pakistan has prepared an extensive series of
"Inveatment Briefs', These sources of iaformetion indicate the types
of machinery, vrocensing capacities, coats, and power requirements fcr
equipment needed to manufacture products or provide services typicenlly
furnished by small scale industry such an: knit-goods (hosiery),
ceramica, leather goods, automot.ve rvepair, [{ouniry products, melal
and wooden furniture, ready made garments, printing.

5.5.5 Selecting and Training Officers for tne Industrial Advisory
Service

The least developed countries face a formidable task in bullding an
industrial advisory service such as the one discussed. Possibly the
functions outlined above may seem too complex to even consider, for
example such functions as finding out what products are in demand,
surveying local industry in detail, helping entrepreneurs, and
selecting machinery.

Where a choice of qualified personnel is limited, the only course

of action is to begin orgunizing an advisory group on a small

scale with a cadre of 4, 8 or 12 officers. Hopefully these officers
might be university graduates with prior training abroad, an capecially
important qualification for the rescarch staff; if not, they should
hopefully be graduates of secondary achools and selected because

of their aptitudes for engineering, mechanics,research work, help-
fulness, and humility (an overbearing officer may jeopardize relations
with businessmen).

Difficult though the selection process is, finding the best personnel
is a task of prime importance in launching the industrialization
progras. This is because the group can help formulate the industry
plan, provide couiterparts for foreign experts, obtain duta to prepare
feasibility studies, plan industrial estates (see purt 5.8 of thim
report below), advise financial institutions on the needs for financing,
and, sbove all, cajole, encourage and lead entrepreneurs to start
fa.tories and workshops,

Once organized, two initial tacks can be usefully performed by the newly
recruited officers of the induastrial advisory gervice: (n) helping
formulate the industry plan by fincing out what preducts are nesded;

see part 5.5.1 above; and (b) learning in detail the characteristica

of local industry; see part 5.5.2 above.

A useful training step to follow would be a group trip to visit several
foreign countries and to see fiiat hand the operation of productivity
centers, other industrinl advisory groups, vocational educution programs




and to inspect plants of all sizes, industrial finance banks, and
industrial eatates. Only the most outstandirg officers could qualify
for the first such treining mission.

The training mission, carefulily scheduled and documented has several
desirable congequences: It is likely to produce a final report
which can be later used as a source of guidance in the work of

the advisory group; the training will bring about an awareness,

of ten for the first time, of the nature of manufacturing and all
the considerations necessary %o establish and operate a plant. The
trip will enhance the prestige of the group in the eyes of the
local business community and government agencies. Finally such a
training trip builds an _esprit de corps which will endure for many
years.

The training sbroad should nstreas observation, the reporting and
criticel appraisal of what was observed, and the collection of
documents such as the brochures of industrial estates, productivity
centers, industrial banks, promotional agencies, and manufacturing
companies visited. Machinery catalugs should be collected by the
engineers in the group.

The training trip soroad can be of short duration, poasibly & to 8
weeks, dbut should be meticulously scheduled in sdvance and the group
should be sccompanied by a senior officer or foreipn advisor who
can require punctuality in meeting appointments and a systematic
reporting and a critique of what was seen and heard.

Formalized training within the country is another method of upgrading
the skills of officers selected for the industrial advisory service,
In Ivory Coast, in carly 1970 & training program was being organised
for the personnel of the O{fice de Promotion de la Petite et Moyenne
Entrepreise Ivoirienne (OPEl1). The training course, planned to atart
in October 1970, would consist of 120 hours of classroom instruction
and 45 hours of plant visits. Instruction was to be furnished by
experts from the 110 and from private companies located in the capital
eity, Abidjan.

The course work was planned to include lectures in: (1) metholo’ogy

for surveys and research reporta, (2) industrial production and process
engineering regarding metala, wood, leather, textiles, plastics, glass,
operation and repuir of decorticators, refriperation equipment, internal
combustion engines, electric motors, and methods for construction and
electrification, printing, and photography, (3) economics, economic
feasibility research, and compuny anolysis, (4) finance and accounting
practicen, (5) local leginlation and regulations governing industry,

(6) management and marketin; prineciples, (7) production methods and
work organization in planty, {(8) teaching methode. (Further information
regarding the Ivory Coast training course is contained in a st.dy by
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The training course could usef:lly inclule basic statistical procedures
for calculating anrunl averape growtn rates (compound interest tables),
rates of decline, the uae nf reciprocnla and the operration of calculat-
ing maclines end nlide :ulers,

5.6 Tinancial Aamistance to mnll Tndustry

T™e industrial policy grcup and the industrial advisory group mentioned ambove
cannot function effectively without a link to financial assistance (aee Group D
in Pgure 1). This is becaus~ policies and management assistance are not
productive unless financing is availoble to establish or expand industry.
Usually this financing implies local currency and foreign exchange in a ratio
of about 2 to 1, that is 2 units ol local currency are needed for every 1 unit
of foreign exchange, but the ratio varies widely de;ending on the type of
plant and the extent to which machinery can be locall; supplied. An illustra-
tion of the ratios in East Pakistan is shown in Table 3 on the following page.

,-6-1. Use of Banks

To provide a financing mechanise for industry, developing countries
are increasingly considering the use of commercial banks. In countries
vhere capital, professional people and inatitutlions are scarce, and
where government budgets are small, it is useful to take advantage of
institutions already in being. Commercial banks offer a well
established network of branches to help with industrial financing.

The traditional preoccupation of banks with short term (e.g. € or
9% day), fully-secured financing is a problem and initinlly inhibita
banks from participating in loan programs. However, the reluctance
of bankas can be overcome 1f governments are willing to extend credit
or guarantees to banks {(or else reduce the requirements for reserves
held by the Central bank) in such a way that a lending bank can
sinimize or eliminate its risks. In turn, the banks come to realize
the value of cultivating long-term customer relationships with
promising entrepreneurs and machinery importers. When a program of
smell industry loans beginas to gather momentum, banks will usually
participate for fear of loaing depositors to their competitors,

Banks are also reluctant to participate in a loun program for small
industry because the bunks do not have the professional staff capable
of appraicing the technical and economic feaslbility of proposed
industrial projects. This reluctance can also be overcome if
procedures are eatablished whereby all applications for small
industry financing are carefully reviewed and approved in advance by
technical officers of the industrial advisory group.
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Tnble 3

SAMPLE OF LOCAL CURRANCY AND FOREIGN EXCHANGE CAPITAL
REQUIRED TO FINANCE 216 SMALL INDUSTRY PLANTS RECOMMENDED
TO 12RD IN EACT PAKISTAN -- 1960 &

(Unit: thouzands of U.S5. dollars)

(A) (3) (c) (0) (B)
Local Currency Units of Local
Capital Required Foreign bEx- Total Currency Required

Type of Plant (Working Capital change Capl- Capital per Unit of Foreig
for 3 Mornths) b/ tal Required Required  Exchange (B/C)

Average for $ 71 (%$30) $ 37 $ 108 1.9
all 216 Plants

Hand sprayer for

ingecticides 124 (853) 7 198 1.7
Rice mill 107 ( 63) 63 170 1.7
Cast iron foundry 86 ( b2) 1 97 8.2
Usbrella ribs b2 (21) 32 7h 1.3 |
Fish nets 62 ( 15) 39 101 1.6 <
Mosquito netting 86 ( 32) 53 139 1.6
Terry-cloth towels 111 ( k6) 74 185 1.5
Blankets 57 (21) 32 89 1.8

Camel back for 61 (21) he 103 1ob

tire retreading

Leather tanning 103 ( 42) 53 156 2.0

Plastic utensils 53 ( 21) 21 74 2.5

Soap 105 ( 42) 53 158 2.0

Vacuum fla;ks 132 ( 32) 109 241 1.2

o

&/ Bource: :ggxcauon to IBRD from East Pakistan Small Industries Corp.,May

b/ Figurecs in parentheses for working capital are included in the larger
fipure for locol currency ¢apitnl required,i.e. 840 4a ineluded in §71.
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Although lending methodn vary vilely from country no country, the
author of this papcr belleves tnat the following principles ure useful
in establishiig A su:ll inlvstry loas program in the countries just
starting to inductrialize,

5.6.3 Blendin® Snfegiard: and Concensions

Loan procedures for snall induatry should reflect u blend of safeguards
for the lending institution unc soncessions to the borrowers, The

criteria of bdankability that apply in advanced countries and inaistenee
on full security agel st loss are unfortunately not entirely cempatibdle
wvith the objective of promating small industry in a developing country.

This 4s because ~mall scaic tndustries {n developing nations face tee
many uncertaintics and problems to be greded as ‘irat elasa security

for conventional Bark loans. A typieal small acole industry faces

such problems vs inexpericrred uanugement, unpredictable chortages of
power and woter, a shortnge of techrical ekills, prodlems cf elearirg
rav material or mrehincry through customs, uncertnin markels, une
foreseeable conrequencea of natural cinasters ani political disturbances.

Also small-scale inuustries often rucceed or fail depending on the
ability of only a few individvals or sometimer a sianle individualy
these key pecple may fall ill or lose interest, and their suthority and
skill cannot be rea’'ily replaced.

§5.6.4 Safepuardy ror Loepdlery

ere should ncvertheless be certain safeguards to avoid the problems
of unrestrictel lending und unrecovernble lorns that eharact rited the
early pustewar prograna of ¢evelopment boards in African and Aaian
countries. fome desirable rafermards include: (a) payments should
flow from the lender to supplie:s rather thaa to borrcweras as much as
pogsible, that im loan funds should oe used to purcha:se supplies and
machinery directly {or the berrower.




(B Furds aromls 3e or'7 far machinery, nupplies and services

only wiern zestal s lde ra 37 amped An Ooprtonedy Tor example

. ~ . : . - : 5
certiilcate o e F - qe- oo gt edal wivisory eroup
Atatite rorstructie me ve g ot Tioor, er o rliot  or roof level or
trat macrirery Lo cesty v s it T o,

(e} Refnre armpravirg o 20y~ orontribitior from tre borrower

1a reeted 1o n.ne  me tF L ens baregeer g o8 serious intent, The
eomtrit utlor cur Pe s iiner 4o s Term o of o cank deposit in the bhank

or elee £ BHrok euaranstes Coa% maoey 15 oavatloble, T ommount of the
eash contridutica —nn el onme vary gt L % writer's experience
some M te ¥4 0 tre gt Vimate 1 erglect cdat is . desireble
mirimam, (Usoslly o Me':i Forloa ‘e“ev of cred.t for michinery
fomorts La o Jramacilc molst 4 tre sdnory 07 2 onro ect nndl 15 the

best time (o0 roqiiring * e Lo cower'a deronit,)

{d) Once n ea=h deonasi’ {5 macde hy a borrower, he and the lender

should release fundas topether or. a satep-by-s'er basis for specific

surposes, for example wien the rlant iz completed and ready for

operation, tre lender might relesase 295 of the working capital

from ni, own funds wolle tie len'ing instlitution would relensc simul-
taneously % uf 1ts loan funds {or the same purnose. T rorroner ond lender
move forwimt qimunt rocuslr. TH4s teennique exeris pressure on the

borrower %0 une workirns eapital fundas prudently ant for the purposes
originally contemplated {n the loan.

(e} Loans should be mnde only for a specific intu-itrial project :hat
has been researched, prefer-vly by means of a feasidility study.
Sueh a study should at least describe the prolect, the potential
snrkets, the coat of muchinery, land, duildings and rsv material, and
should decument. by meuns of caleuiations and forecasts. the borrower's
eapaeity to repay the loin over a 9 to 1 year amortization schedule,

5e6e% Working Capital

lending agenetes A4f%er in their treatment of louns for small industry
working capital, DBecause of the poor security and riska of lending,
working eapit.l loans h.ve been opnosed by certain lending {nstitutions,
In general, hLowever, a new {ndustrisl plant iuccereds or fulln depending
on worxkine copital (e Muy raw mnterdnl and tire a work force, in
countries l.ke Jnpan, “or syamnle, workdng eapital finsneins {s now o
routine prurtiee; the historiec ° ccess o€ 7 o rese frtustry to bank
financing for worliiiose t'ru‘ t"l i+ been one of the principal reasous for
tue Guceris of Andustrsslization in Javane  In developiag countries,
the needy; for woriig ::mit.l are equally pres-irge.

If working capital loaas ~re apuroved wfter a now plant 45 ertabli:led
er after comunnlon of a factery Lo herr completea, the rinks nre
auwltnntinlly redacod. Onee o bank or lending fnztitution han advanced
eapitnl for flixet nonetn, U4 4s n"unlly a rrucent riuik to aldvince somo
Tanas foOr workins canita', to~ ex.mp o, encuesk canital Lo muke gure that




the n‘fz plant can opernte for at leact a three.morths period. Table % on
psge - illustrates the nmounts of working capi*s) advanced for small .
industry loans ir East Puiictan., (fee column B ‘ipurer 4n parentheses,)
Such anmounts will of course vary depending on the ‘vpe of p.i:m-t, the

costg of ruw material, anu the slze of the emplovee noyroll,

5.6.6 Loan Documents

Various loan documents which incornorate the forepgoing principlea have 'iin
prepared and re aunilnbls or re petThese documents have been prepe. ed
by .ndustrial loan specialists bnsed on U.S. and V.X. experience, but

are ta‘lored to the needs of a developing country. Posnibly the
procedures are too complicated for countries which are just bepinning

to industrialize but they are presented herewith an 2 point of departure

for considering lending procedures,

5.6.7 "Leverare" from Small Industry Loans

The argument is sometimen advanced that entrepreneurs do not have
capital and therafore the terms of lending for small industry loans
and the perrentage of loan funds as a component in the total project
cost should be extremely favorable to the borrower.

In moet countries, however, there are persons who are already established
iR business as traders, building contractors, operators of bus lines,
owners of restaurants and hotels, or retail atore proprietors. There
slso young graduates of polytechnics who have accens to funds from
frieads and relatives.

Many of these people are potential entrepreneurs who can be convinced
of the advantajes to them of starting a factory or expanding an existing
plant. This is because of the "leverage" they can enjoy by combining
their own capital with funds furnished by a lending institution. In
developing countries were returns on capital are expected to range from
20% te 0%, an entrepreneur can obtain such returns on his own capital
by combining his funds with those from a bank to start a factory as
shown in the following illuastration:




ILLUSTRATICN OF RETURNS ON CAPITAL AND ENTRIPRENECR'S
OWN SQUITY re0M A SYALL-SCALL wARP KNITTIHG PLAVY
CPERATING AT 72CY CF CAPACITY X0 DAYS PR Y:alR

L3 N e - - LI} . . k£
"ni*: T.8. Dollnre, Thousand )

e, Fixed capital required for epatadblinahing
warp knitting pl:nt with 208,000 yards
“ﬂnual cnp&tit’ ‘....‘.I..‘---.O.-I.t.-t“..-..‘.. 88?

b. Working capital for ? rontha opera%icr cecceccscses L9
C. Total capital required .ce.cscceececscesceocsccscess 136
d. Loan capital (i.e. borrowed cnhpital) seececcccccnce 52
e. BEntrepreneur's own capital (1.s, equity) ceeeccccce 84
f. Pirat year 88168 ..ciceecccccccssaccsccssssoscsees 263
g- Cost of rav materials and expensen .cccececsccscsse 205
h. Profit, assuming tax holiday (feg) secececcescces 58

i. Returns on total capital
(h/c = ”/1}6) [ E RS ERENNRENNENRENNENNESNENSES B NN S NXE ] “,ﬁ

jo Returns on own capital (i.¢. return on
entrepreneur's own equity or h/e = 58/B4) ..eeeeeee  69%

Source: Application to IBRD from East Pakistan

The above illustration shows a return of 60% on the entreprencur's own
eapital. However the percentage of equity in the above case is high,
well over half of the total capital or 62% ($84/136 « 62%), In more
typical loan arrangements, especially in countries which are just
beginning to develop, the entrepreneur may not be required to finance
such a high percentnre of the totul capital requirement. Thercfore the
return on o einity of AY) 43 uctunlly low when comnared with 2 lonn
in which the entreprcneur provides only 205 of the capitil nceded.

Given the same facis ac shown in the mbove illustration, but vssuming
that the entreprencur's equity is only 20% (as compared with 62% in the
above illustration), then the annual returns on enpitnl to the
entreprencur arc very genercus, namely 215%.(Profit of $-8,000 divided
by entreprencur's equity of 327,200 = 215%.) In other words, the




entrepreneur could recover hes equity in six months ard make a profit
of more than the equivalent of hias {ndtial investment in the next
six sonths,

Potential results ‘rom an inveatment such am thes= con help in showing
eatrepreneurs the possible advantages they can obtain from starting
small industry.
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5.7 Vocational Education

Most of the lcast develoned countries recognize the nced for vocational
training to provide training for the lebor force required in muauufacturing
and services. ‘luble 2 on purse 34 of this report probably understates
the extent to which vocational training programs are being provided.
However it is the writer's opinion that mest of the least developed
countries may not ba giving sufficient stress to vocational education.

Vocational education merves a dual purposs. First, it helps meet the
manpower requirement for future industry, and second, it offers training
for school drop-outs (nchool leavers) or for thoge young persons
financially unable to cuntinue ordinary achooling.

$,7.1 MNigeria's Vocational Improvement Centers

One of the most successful programs of voca*ional training obaerved by the
writer is in Nigeria. The following deacription is taken from a report
prepared in 1968 by H. E. Robison and the writer after inspecting vocational
schools in '"igeria (see Appendix B, item M-17). The Vocational Improvement
Centres in Nigeria use the physical facilities of existing polytechnics or
government workshops, but concentrate on the evening hour training of young
men already employed during the regular working day.

Vocational Improvement Centers in Nigeria

Vocational Improvement Centers in Nigeria, commonly referred to as VIC's, are
night schools for apprentices. All tralnees must be working at a trade in
the day time. The trainees are boys generally in the nge range 16-25, with
1ittle formal education.

Each VIC is operated in an existing technical school or government ‘rorkshop,
and uses the day-time gtaff of the technical achool or workshop, pala over-
time for evening work.

The VIC's offer practical skills, and enable a boy, at the end of one year,
to pnsr the London Guilds examination, or the Nigerian Pederal Ministry of
Labour trade test.

There is an important difference hetween these VIC's and the apprenticeship
training schools introduced bofore indepcndence. The old system taught the
boy only the munuul operations of his trade. Because of a lack of under-
standing of the underlying principles of tcechnology, the boy could not
introduce inovations in his work. And with rapidly changing tcchnology
today, such boys vre quickly ontdated nnd unemployable,

The VIC's, by contrast, believe that during & 10-month cvening courase, 2-hours
per evening, h-days per week,half the hours of instruction should be devoted
to manual skills, and halt to general education subjects, such an trade-related
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mathematica, simple book keeping, and English eas a tool for reading
instructions ond communicating with the shop foreman.

Technologies

locali trade and industry.

The course is free to the trainee, being supported at Kaduna by the Ministry
of Industries, at all other cities by the Ministry of Education.

One man-year of training is costing the Nigerian authorities about £45 (8116).
™is has proved the cheapest, most effective apprentice training program in
Middle Africa, adapted to the local needs of each community.

In a Table below, the VIC's presently operating or planned are listed.

148t of Vocational Im rovemeni ‘entres:

Opened, and Planned

Lecation
.

Kono State
m Jan, '67

Jos
Plateau State
Began March '67

Katsina

No. Central State
Began Dec. '67
Maiduguri

No. Eaast State
Began Jan. '68
Sokoto

No. Weat State
Began April ‘68

Trades offered

Motor Mechanice
Carpentry/Furniture making
Block laying and concreting
Electrical inastallation
General fitting

Plumbing

Motor Mechanics
Carpentry/Furniture making
Electrical Installation
General Welding

Motor Mechanics
Carpentry/Furniture making
Electrical Installation
Block laying and concreting

Motor Mechanics
Carventry/Furniture making
Bleectricol Installation
#lock luylng and concreting

Motor Mechanics
Carpentry/Furni ture making
Electricnl Instullation
Block laying and concreting

taught are gelected for each city according to the needs of

Present
Enrelment

Capuol ty

18
18
18
18

18

18
18
18
18

18
18
18
18

18
18

18

18
18
18
18




1iat of Voentionn) Improvement Cuntres:
Unened, and Planned

{eont'd)

Present

Enrolmunt

Location Traden offere”’ Capacity
Ilorin Motor Mechunice 18
Kwara State Garpentry/Furniture maldng 18
Rzgen Feb, '68 Pointin: ruc Decorating 15
Geperal Fitting 18
Flectrical Irstellation 18

Proposed New Vocational Improvement Centers

Makurdi Benve-Pleteau LState
Gombe North-Eangtern State
Minna North-Western State
Kabba Kwara State

5.7.2 Training Combined with Production

Efforts have been made from time to time to combine traintag with production
as 2 mesns of helping to finance the cost of training institutions. For
example, o treining faeility for woodwo.king {8 sometim:s used in part for
training operators of woodworking machinery and in part for the manufacture
of furniture to be sold. Wnile this practice may help to finance the over«
head of training institutions und pay the salariea of 3instructora, the
concept of “training-cum-production’ has some disadvantinges.

The combination of production and training offers comprtition to small
dndustries that have already sturted an. is a disincertive to businescmen

who would otherwise start their own production plents. In short, training-
cum-production institutes have the effect of choking=-off eatiepreneurial
initiative. A second problem in that the best trainees are cometimes veiained
as producers of merchandise to muke the training institute more profitible.

A third problem is that training objectives are sometimes subordinated to
repetitive processes involved in production; this raises output and income for
the institution but lessens the insiructional content of the training.

5.7.3 Voeutionsl Training Curriculn

A survey of factories and service establishments could be usefully undertaken

by the Industrial Advisory Service shown in Figure 1 on page -3 (see Group B).
Such a survey, based on u fairly large sample, would scek unswers to such
questions s~:  (a) What okills Jdnes your establishment need now and what are

your unticipated nevda for frc ferpra? (b)) Mow many neople of each skill do

you need now nnd do youn anticipn.e for the fature? (c) What nre the deficiencien
in trednine of vour coployecs?




future needs for uskilled workmen could be further deduced from the induatrinl
plan described earlier in anection 5,4 on page G of this report,

In general %the vocationnl truining programs for the least developed countries
could consider such subjects an: carpeutry, construction trades, electricul
installation, welding, plumhing, automobile repair, painting and decorating,
mechanical drawing, rndio repair, telernone repoir, tynewriter repuir, leether
work, textiles, and clerical skills, As indicated by the Nigerian case,
training in non-technical skills such mo trade-relsted muthematice and foreign
language comprehension could nsefully be included,

S.7.4 Bay Materisls and the Quality of Training

In planning vocational training, a factor sometimes overlooked is the importance
of having enough raw material and operable machinery for trainees to use,
There should, for example, be an smple nusber of car or truck engines to
diemantle and repsir, an ample supply of wood for mmking furniture, and
sufficient wire and tape for training in installation of household circuits.

The aboence of materialas and operating machinery tends to reduce training to
a oeries of lectures and reduces the qualitative results of a training progres.




5.8 Infrastructure

One of the techniques needed for industrislization is the provision of
intrastructure for indusiry including motive power, industrial water, all-
weather roads, access to rail or marine transport, banking facilities,
adequate sewage and drainage.

The mere existence of such infrastructure is, of course, not enough to
assure the growth of industry, but through interaction with the other
techniques listed nbove on pape , the providing of infrastructure can
help to create the kind of environment in which industry can grow.

5.8.1 Indust-ial Hsiates

Industrial estates have become an accepted measure for providing the
necessary infrastructure. Estates, however, are not necessarily the
best and are certainly not the cheapest means of providing infrastructure
as mentioned later.

The advantages of industrial estutes have been discussed in several
specislized books including Industrial Fstates -- Tool for Industrialisat-
ijon by William Bredo; Industrial Fstates in India by P.C. Alexander;
Tndustrial Estates by Peter iI. Gloeckner, and Les Domaines Industriels en
Barope et au Moyen-Orient, UNIDO (See Appendix B, items M-3, M-3, M=23).
In summary, the advantoges of jndustrial estates as mentioned in the above
and other studies are as follows:

1. Accelerating economic growth by facilitating the establishment of
new industrial enterprises through reduced capitul requirements, and
by the provision of financlal assistance and technical guidance in
a centralized locality.

2. Slum-clearance with the possibility of ultimate and appropriate town
planning, prevention of haphazard growth, and creating optimum
conditions for the growth of smaell industry.

3. lmployment and training possibilities in & healthy environment for
the labour force,

h, Provision of conditicns favourable to a healthy development of
interna! and foreipn markets,

5. Provision of necessary supporiing industries for production of aspare
parta, as well as repair facilities,

6. Creating mutually profitable reletionships between large, medium
and smell {ndustry by the clustering of plants and by development
of small {industry, copable of supplylrg the needs of larpge industry.

7.  Achicvement of economies in construction by building facilities for
several factories ut the same time.




5,8.2 Coats of Industirial Estates

The costs of erxtates differ depending on such variables as ‘he extent

to which access roads are needed, the extent to which standard factory
buildings are constructed in advance, the depth to which wells must

be drilled for water, ‘ie distance of power transmission or the

capacity of sub-staticns, the requirements for storm sewers during the
rainly season, the requirements for land ceclamation in low lyine areas,
the local policies »s regards the style and permanence of rconstruction,
and the extent to which an estate is built-up for occupancy at the
outget,

These variables have resulted in widely different development costs

per acre. Costs in a sample of 25 eatates in developing countries range
from a low of $1.69 per square meter ($6,847 per acre) at Khulna in

Esg! Pakistan to & high of $24.43 per square meter ($99,650 per acre)
plumed for Ouagadougou, Upper Volta. As mentioned, no conclusions can
be drawn from these costs as to the comparative economies of construction
in vach loecality because the requirements of estates are different in
each case,

The :states in Guindy and Okhla,India coat $1.2 million esch. The very

large eatate in Nepal, 140 acres,cost $2.4 million. A 100 acre estnte
at Gujranwala in West Pakistan coat $1.) million.

5.8.3 Should Thera be Estates in the least Developed Countries?

Despite the general acceptance of industrial estates as & tool for
industrial promotion, a decision to build an estate raises some
fundsmental quections, eapecially in countries with meager financial
resources.

The broad questions faced in deciding on the desirability of an industrial
estate are: .

(a) Will the estate really help promote industrialization? and,

(b) Will the estate be effectively utilized? Once in being, the mcasure
of success or failure of an eatate is of course the number of viable
factories actually operating on the estate.

There are unfortunately estaites in developing countries that have remained
underutilized because of initisl plunning errora or because of in-
attention to the other es-ential techniques for promoting the growth of
indusiry, mentioned earlier on page .

Specific queations, ench discussed briefly below, relate to costu,
location, number of estates, types of tenants and the desirability of

having stendard factory buildings built in advance.




5.8.4 What are the Alternstives to Estates?

Developing countries, impstient as they are to expedite industrialization,
somutimes consider estaten ns a sine quu non for progresa. Given the
costs ranglng as mentioned from sbout 47,000 to as much as $100,000 an
acre, a primary poini to consider s the ayuilable alternatives to the
costly investment in an estate.

In a number of countries, such as Colombia (Medellin), Ecuador (Guayaquil),
or India (North of Delhi), ndvantage has been taken of new highways that
extend from & major town into the suburbs. Rathar than incurring the
expense of preparing an estate, Arcas along these roads have been zoned
for industry and there hua been # spontaneous influx of new plants into
such areas. Usually the highways have telephone and power lines near at
hand. Industrial water is however a problem an. individual planta tend i
to drill for their own ground water and to build overhead tanks. ‘
Nevertheless the use of major highways as industrial zones is an economiral
alternative to estates.

In other countries, non-residential suburbs are zoned industrially and
city power, water and gas with shor® extensions of existing lines and
pipes can supply new industry. Vocationnl training schools within easy
commuting access of the town and conveniently close to plants have also
been established in these zones.

There is another alternative, especially suitable for the least developed
countries, a zone for artisan sheds. This can be a zoned ares near »
market place for one or two-man artisan-type establishmenta, At first
such eatablishments tend to provide services only such us tailoring, shoe
repair, corn milling, developing of photographs, rice milling, furniture
repair, bicycle repair, or welding. Over time, these artisan establishe
ments tend to branch out iato sctual manufacturing.

In market places, operators of aervice industries or ariiasan ahops
compete for floor space with the vendors of conventional farm produce or
manufactured merchandise. If the artisan is just starting his trade, he
usually cannot compete with estahlished merchants {or space nor can be
pay the rental necessury for a prime location in the market place.

This means that customers will often find artisan shops in inconvenient
and scattered loculities, removed from the central market.

Governments can facilitate the growth of artisan indus‘ry, improve the
accessibility of their chopa, and expedite the transitign from mervice
industries to rea) manufacturing by providing zoned work apace as well as
sheds, typteally n row of compurimentis with brick or concrete walls,
corrugated tin roofs, and open sipices near the roof in lieu of windows,
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Natural ecoancmic forcesn, if nn' checked, will brinz shout s disorderly,
overcrouded, screlires pollvied, and tsually an inefficien® dispersal

of these artisan shoos, ‘towever i ‘rere pre aorderly and well ennstructed
sheds, rentinge 1t Fors no hirher Lorn the prevaaiing morke vates,

artison shops will tend toopraniiete taward the nremises arovided,

Sueh altornitiven s thene cncld wallt he concidered hafore the commilment
of regsouree; o o [yraal,zed ird s rieY estate,

5.8.5 whero shoulu sstite  Le located?

As meniioned, there are sarc industriea that c¢an be economically aited
in rural creas, such as procesgor:s of agricultursl raw materials or
mineral rev mate-ials thel can Le reduced in weight through processing
Many typec of industry, however, require the nearness o & urban market
to survive., (Sse Appendix T).

Some countries have sought to force rurel industrialization by arbitarily
locating industrial estates in the agricultursl hinterlund. In cases
where the tenant factoriss can be viable in a rural setting, the estates
have succeceded, but often the number of potentially viable factories ias
limited, and the attainment of {ull occupnncy can take many years,

If enstates are to be built, Lhere may well he several alternative sites,
Rather thsn :clectin~ sites i.a advance, 1! i3 be more economical to test
candidate arcas by prior study.

Emch potential area might be studied with refcrence to comparable key
points such us: (1) the deansity, purchesing power, growth rute and size
of nearby population: (2) the availability of tranaportation, housing,
medical facilities, schools, venks, power, and water; (3) vprobable
government or lurge industry procurement of products that can be
moaufactured on the estate; (') tyves of menufacturing and service
industrics necded in tne area; (%) availability of raw materials for
such manufacturing and the locel needs for servicing; (6) characteristics
and sultubility of the locul entrepreneurs and labor force; (7) the
experience of other indurtries in the region and how many plants of what
kind might be persumded Lo ocrupy the estate; (5) existing local land
costas 8o as te e.tablish a low enough rental fee to assure estate
occupancy and at the ssme time recover investment rosts; (7) local
needs for techinica! assistance, {irnancing or marketing help, customs
duty or tax relirf, and vocational training; (1)} views of local business-
men aa to losntion: (11) development costs in detail; (12) phasinp of
estate development baued on furcensts of the occupancy rate; (1%)
forecusts cf revenue vs, cos.; (14) feasible size of the ectate and the
extent to which common facililties are likely 'to be provided by private
compenies and whnt would Le regquired an part of the estate facilities;
(19) dimensions and types of standard faciery buildines and required plot
siges for local iundustry.
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If several possible sites were compared, the area which would cost the
least and which has the beat promise of futurs occupancy could be
chosen for priority development. The development of lesa promising and
more expensive areas should, of course, be deferred.

5.8.5 How Many Estates?

If a policy decision is reached to proceed with an estate, questions can
arice, especinlly between competing geographical regions, as to whether
thore should be one or several estates., The justification for one,

two or more rests largely on the prospect for succesaful utilization,
Certainly at firat, the prudent course would be to plan for one only and

base further decisions on actual experience.

If an agricultural region is productive enough to warrant resource-
oricnted agro-industries, then a cluster of such plants on an estate
might be justified. This could mean for example, flour, rice and corn
milling, oil seed crushing, fertilizer mixing, feed bagging and 1if the
urban markets were promising, dairy products, vegetable and fruit canning,
and cold storage.

For industries which supply consumer goods to urban markets, estates
could be considered for the lurgest towns where the demand and local
entreprencurial interest seemed to assure ndequate utilisation of an

estate,

However in all cases, the queation of cheaper alternat.ves would have to
be considered.

5.8.7 \hat Kinds of Tenants?

1¢f a decision is reached to proceed with an estate, the question srises
as to what kinds of tenants should be invited. For example slould the
tonants include banks, restaurants, retail shope, handicrsf: makers,
artisans engsged in repair services, cinemas, or housing? Should there
be a mixture of modern and traditionsl industries or only modera
mechanized plants?

R R O P

There can be no universal answer to these questions, but in general,
estate management policy should seek to fulfill the original objective ;
of encouraging manufacturing industry thereby inviting as tenants only :
companies engaged in manufacturing plus thone proviiing related servicea '
that enhance the porformance of the manufacturers. This latter group
might include banks, a post office, and a limited number of retail
vendors if needed to muet the requirements of the local labor force.

In a situstion where demand for plots is high, estate managements can be
selective ond restrict tenrnts to manufacturing and closely supporting
services. Wwhere non-utilization has become a problem, astate
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managements must ask therselvan 17 {t {r batter ‘o allow their plots ‘o
lie vacant {n the hope that eventually manufecturing ‘enants will be
found, or is it batter to 'easr land "or [ixed time limita for alter-
native usea. The writers Knov of cne entate being doveloped in Prkintan
on a "staggered"” bruia, that ls only ane gectinn at a time, Part had
already been developed witli roads, pow:r sand witer ard wes reasonably
well occupied. The proapects for utilizing the undeveloped portion of
the estate seemed to he unpromiaing for the niar future and land was
leased for {arming or yeur-to-yenr contracta,

5.8.8 Should There be Standard Factory Bulldings Built {n Advance:

Given the objective of induatriai promotion, an industriel eatate can
perform its function best by offering to tenants every facility that
contributes to industrial efficiency. Thorefore factory bullding:
conatructed in advance will he uttractive Lo many industrisl tenSnta.

There are of course risks and limiting factors on the extent to which
standard factory buildings should be :onatructed in advance, The
principal limitationa are initial cost and the anticipated pace of
occupancy. Amother limiting factor is the necessity for keeping
certain plots available for later occupancy by specialized plants with
unique space and architectural requirementa. For example a cold storage
plant requires a building completely different from a leather sultcase
factory.

Assuming sn adequate budget and a three to five year target for full
occupancy, there is good justification for the construction of
standard factories in advanc: on a major portion of the estate. Alse
the more factories built, the cheaper the cost per uait,

Some justifications for stondard factory buildinga are sa follows:

(a) A large proportior of small scale plants have similar space
requirementa and experience shows they can use non-specislired buildings;
(b) standard buildings can usually be rented tc almoat say faetory
owner, but a specialized building once completed may not be easily
rented; (c) standarA buildings of modular construction can be expanded,
assuming the estate layout allows space for expansion; in this way an
enlargement of plant capacity is encouraged; (d) suny enterpreneurs

are not femiliar with couatruction problems, have poor taste or judge-
ment, some want unnecessarily elaborate premises, and others want to
esconomize oxcessively by having unsightly or subestandard conatructionm;
(e) the construction codt per factory ia likely to be lower than the
cost of factories contricte’ separately and individually; (f) neveral
standard sizes for factory buildings can be planned, for exumple as
suggested by F.D. Mills (in his atudy entitled, Les Domaines Industrisls
en Afrigue, New York, United Nations, 66.TII.B.27 1965a0.




$,8.9 Other Conmiderations

Appearsnce and Standarda

An estate can be a deviece to promots {nterest and enthusiasm for
industrislizetion. Therefore the estate shuuld be constructed to standards
somewhat higher than are typical of loesxl small Lndustry. Construction
should be permanent to reduce msintenance costa and to enhance the estate's

promotional valve,

Time-Phasing

To conserve capital and to avoid mistnkea, an estate can be developed on
a modest scale at firat and subsequent development deferred until warranted
by the occupancy rate.

&
£
;
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6.0 TECHNICAL COOPERATION FOR THE PROMOTION OF INDUSTRY

6.1 A Focal Poirt for Policy Level Con‘ac

In general foreign agencies concerned with technical cooperation havse
competing claims on their resources. Although these agencies are
prepared in principle to extend technical and financial assintance, they
prefer to channel their expertise and financing only to countries

whers they car hope to achieve tangible resulta.

This means that technical coopsration for industrial development ias
more likely to be forthcoming, if recipient nations can demonstrate
that they are proceeding to industrialize on the basis of clear officlal
policies and well administercd programs.

In a 1968 study prepared for the Ford Foundation by H. E. Robison of
Stanford Research Institute and the author, the following comment was
made about a small industry development program:

“No successful supervised credit program for small industry
anywhere in the world has been able to operate without
certain esssntial ingredients..... these includeecec.. a
governmental unit devoted to helping small induatry to which
foreign aid sgencies can commit their assistance and use as
their sponsor."

In making the above comment about a governmental unit, the authors had
in mind an agency on which responsibility would be focussed for promote
ing small industry development, The existence of such an agency in
any country lelps assure a point of focus for technical cooperation

and a policy level point of contact through which cooperating groups
can deal with the government concerned.

6.2 Executive Agencies for Counterparts to Work With

Countries can make more effective use of technical cooperation if there
is also a trained industrial advisory service to help in executing
policies for industrial development, Officers of an advisory service
who know local industry in detail and are articulate in describing what
they know can work most effectively with foreign counterparts, They
can provide factual information based on field work to offset the
Vagueness that typically confuses a foreign expert visiting a country
for the first time,

Countries which have in operation a mechaniam for loans to induatry

can better utilize tachnical cooperation and financial aid. Thia 1is
becaune foreign experts can he assured that potentially their recom-
mendations can be translated into action. Foreign loan agenciss want
to see a record of actual lending to small indusiry before commiting
their own funde, and they want to be sure that local lending institutions
can be an effoctive chi.nnel for loans to induntry,
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A country can further enhance its eligibility for financial aid if the
investment of funds in local industry is based on prior feasidbility
analysis. The provision of infraetruciure for industry such as an
industria)l estate is clear evidence of dotermination on the part of a
country to proceed with industrialization, This shows groups overseas
that the country is using its own resources and land for the promotion
of industry,

Training abroad was mentioned above (part 5.5.5). Such overseas
training can be useful in helping a country utilize technical cnoperation,
Specifically an overseas inspection trip of six to eight weeks duration
can be organizad for officers concerned with such activities as:

(a) industrial policy formation, (b) industrial advieory services, (c)
industrial financing, (d) the development of industrial estates and (e)
vocational training ~- all ecsential activities for promoting industri-
aligation. Such trips abroad should be carefully structured and
supervised so that persons travelling abroad can obsorve, criticize and
report what they learned, and adapt their findings to the cituation at
home.

Travelling abroad in small groups of 5 to 12 persons to observe and

study the same subject has a veneficial interaction among the individuals
concerned. Sometimes one member of a study tear will see or understand
a point that others will miems. Collectively they form judgements that
are sounder than individual judgements. After such a group returns to
the home country, the members can communicate effectively with foreign v
counterparts because they understand concepts and terminology which had
been meaningless before their travel abroad.

Sl et

6.3 Technical Coopgration Within a Country

Technical asasistance can also be found without travel abroad. The
writer recalls the example of Cadbury and Fry, Ltd., a Dritiash chocolats
manufacturer operating u cocoa eamtate (plantation) in West Cameroon,
Productivity of baked cocoa beans on the Cadbury and Fry estate was
such higher than productivity achieved by small) holders (local farmers).
By systematically inviting the small holders to inapect the Cadbury and
Fry facilities, local productivity was raised substantially. In Ivory
Coast, technicians from expatriate-ovwned plante are being invited to
assist in the truining of industrisl ndvisory personnel. In various
West African cowtries, the of ficers of commercial banks have helped in
estadblishing procedures for induntrial financing. In Eaat Pakisten,
the representatives of foreign companies operating in that country
provide lectures and seminars for the Management Development Center.

Consulates and emvassies of foreign countriea are a useful channel to
sources of technical cooperation, Tey can aupport official requests
for help, anawer quantiont raised abroad, provide n channel to acurces
of technical informrntion, and help to develop foreign markets for local
induatry.




6.4 Articulating the Country's Neads

Countries at the earliest stages of development are not well known abroad.

To assist technical cooperation agencies in becoming familiar with a
country's development problems, it is useful to have a hrief descriptive
repor' on the status of local industry and programs for its improvement, A
report, prepared in English and French, could usefully describe such topics
as the national policy toward small industry, the industry plan, the agencies
engaged in execution of the plan, the characteristics of local industry, and
results achieved or hoped for in incustrial promotion.

Such a report can alao identify individual elements of an industrial develop-
ment program, for example, the lozal indu=ctrial advisory service, the financing
institutions or an industrinl estate. “he report can thues suggest to readers
certain seperately identifisble parts of the program to which technical
cooperation might he specifically directed. Some technical cooperation
agencies hope to achieve a greater impact by atressing assistance to only one
or a few elements of a development program. For example, the Swedish Govern-
ment concentrated its efforts on specialized training in woodworking {ields in
Eagt Pakistan; the FAO has concentrated on a boat building technical
assistance at Makurdi, Nigeria; the Italian Government at one time con-
centrated {ts help in West Cameroon to veterinary services; the Japanese
Jovernment has helped specific sericultural programs in southeast Asian
countries. The Ford Foundation in the early 1960's concentrated much of its
effort on the development of small industry in India.

6.5 Capacity to Absorb Aid

For countries at the earliest stages of development, the capacity to absord
financing for new industry and the capacity to make use of technical experts
is limited by cost and administrative factors.

The establiash new factories both foreign exchange and local currency are
needed at first and often raw material imports are needed later. The
furnishing of foreign exchange usually sets {n motion an initial requirement
for local currency equivalent to two or three timea the value of the foreign
exchange i{tself (see Table 3 above), and without local currency, the import
of industrial machinery is an economic waste,

The absence of local currency copital either from banke or entrepreneurs
can be offset by '"creating" local currency and thereby raising & country's
ability to absord imports of equipment. Thia generution of local currency
by commodity importas was one of the costliest parts of foreign nid programs in
the early 1950°'s. The least developed countries probably face a similar
problem in planning to make sure that local currency availabilities more than

match foreign aid.
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In olanning new manufacturing olants and in the aelection of equipment and
processes those that entoil the least local capital are often the mort likely
to prove feasible.

The provision of experts for industry also glves rise to local expe :ses and
entails the creation of local organizations such as the policy agen~y aac the
executive agencies mentioned above.  Without these agencies, foreign

experts can accomplish l!tile or alternatively they may be unable to resi.t
the temptation to do too much themselves,

The absence of qualified agencies and institutions raises a question as to
the extent to which a foreign expert should (a) personally become involved

in operations and (b) tc what extent should he confine himself to a purely
advisory role and to the establishment of polisy. In the least developed
countries, it can be argued that a foreign expert should roll up his sleeves
and perform even routine tasks. Such "'do-!t-yourself" behavior can be self-
defeating unless the cxpert's work ‘s wundertaken in close association with
local counterparts and alwuys aimed at the nltimate goal of training counter-
parts to do the job themselves. If an eypert's involvement is tempered in
this way, a country's capacity to absorb technicel assistance can be raised
and the progress of industrialization hastened.

No true development of local skills can take place uatil the local counter-
parts are given responsibility and a chance to actually participate in the :
planning and execution of industrialization., For example, the management of :
key factories and the administration of import duties and salt taxes in pre-war
China remained for decades in the hands of foreigners. While this use of
foreigners was seemingly efficient for the moment, it turned out in the long

run to te a retarding influence on the development of local =kills. The

process of industrialization in the least developed countries involves technical
decisions and careful research and foreign experts sometimes resist the
delegntion of such work to local officers with the consequence that the
development of local skills is retarded.

Probably the role of the expert in the least developed nations is to strike a
balance between (a) doing the work himself and (b) slowly training and
allowing the local counterpart to tuke on an ever increasing measure of
responsibility. This compromise can result in &n increase of a country's
capubility to absorb and to better appreciate technical expertise from abroad.

6.6 The Framework for Technical Cooperation

There are numerous bilateral, multilateral and private foundation sources of
technical cooperation available to countries just starting to industrialise.
The main lmpediment to n wider use of these sourcea lies im the receiving
countrics themrelvea. The countries need to have a policy and sdministrative
framework suffieciently strong to assure potential coope-ators that assistance
can be effectively uiilized,
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APPENDIX A

BIBLIOGRAPHY OF UNITED NATIONS PAPERS REGARDING
PROGRAMS OF INDUSTRIALIZATION IN

COUNTRIES AT THE FARLIEST STAGES OF DEVELOPMENT

(Listed in chronological order of issuance date )

P«1  Internaiional Labour Urganisation; Technical Meetingj; ADDIS AB
5 « 16 December, 1966, Developaent of Managerial ang‘mzrqronﬁ:{al
Resourcen in Africa; These 4n precia are conclusions drawn by F. H.
Ford from the meeting, and are intended for use on Projeet UGA-A,
3:;3‘;. East Africa; "Development of Munagerial Resources in Africa™,
Ce

M2  UNIDO; Interregienal Symposium on Technical Services and Facilities
for S8mallescale Industries, Vedbaek, Denmark, 26 June - 8 July 1967,
"Report of the Interrngional Syxposium on Technical Services and
Facilitiea for small-ccale Industriea”; ID/CONT, 2/19, April 9, 1968

P=3 UNIDO; Iaternmationa) Symposiua on Industrial Development, Athens
29 Novembor - 20 December 1967; Provisional agends item 5 (n), '
Baskground Paper "Policies and Programmes for the Establishuent of
Industrial Betates"; ID/CONY, 1/29, April 27, 1967

P4 UNIDO; International Symposiws on Industrial Development, Athens
29 Bovemer - B,::;-hr 2, 1967, Proviaional Ageatn Teem'S (n), |
Tanues for the Development of Small-scale Industry"
ID/CONF, 1/6, April 1967 e ¢ SRR

P-3 UNIDO; Expert Group Meeting on the Dovelopment of Small-scale
Industries in Arab Countries of the hicdle Esat; Beirut, Lebanon,
11-15 November 1968; "Report of the Expert Oroup - n the Development
of Smali-scale Industiive in ireb Countries of the Middle East™;

ID/WG. 17/19, 15 November 1568

P=§ UNIDO; Tvraining Workshop on kxtension Services for Ssall-scale Industry
i{n the West African Sub-region, Dakar, 3enegal, 25 May - 4 June 19703
in the East African Sub-region, Kampala, Uganda, 8 - 18 June 1970
(tentative); "Services for Small-ascale Industry in West Africa";
Survey carried out in the Ivory Coast, Ghana, Nigeria, Dahomey and
Senegal from 9 August - 6 September 1969 by Benjamin P. Spire, Economic
and Finnncial Advimer; 10/wQ.53%/2, ID/W3.54/2, 23 January 1970

P=7 UNIDO; Training Workshop on Extension Services for Small-scale Industry;
in the West Afrioan Sub-region, Dekar, Senegal, 25 May - 4 June 1970;
in the East Africen Sub-rogion, Kampala, Uganda, 8 - 18 June 1970
(tentative); "The Mole of Industrial Estates in the Development of
S8mnll-scale Indus'ry in Afriean Countries by Hertn J. Karpstein,
Industrial Econo: ‘st; ID/WG.53/4, JI/wG.5/3, 16 March 1970




P-8 UNIDO; Training Workshop on FExteneion Services for Small-scale Industry
in the Weat African Sub-region, Dakar, Senegal, 25 May - 4 June 1970;
"The Policles of the Governmeat of Niger in regard to Small-scale
Indus‘ry" by Dankassoua Bako, Chief of Division, Industry Service,
Minictry of Foreign Affairs, Niamey, Niger; 1D/WG.53/5, 10 April 1970

P-9 UNIDO; Training Workshop on Extension Services [or Small-scale Industry
in the East African Sub-region, Kampala, Uganda, 8 - 18 June 1970
"Small-Scale Industries Branch Government of Mauritius" by B. Hozareesing,
Officer in Charge, Small-Scale Industries Branch, Port Louis, Mauritius;

1D/WG.54/5, 23 April 1970

p.10 UNIDO;'fraining Workshop on Extension Services for Small-scale Industry
in the East African Sub-region, Kampala, Uganda, 8 - 18 June 1970;
"Small-scale Industry and Extension Services in the Sudan" by Abdullah
Ahmed Muatafa, Industrisl Research Institute, Sudan; 1D/Wa.54/6,

28 April 1970

P-11 UNIDO; Training Workshop on Extension Services for Small-scale Industry
4n the Eaat African Sub-region, Kampala, Uganda, 8 - 18 June 1370;
"Report on Small-scale Industries in the Sudan” by Mohed. Mahmoud Ali,
Candidate of the Ministry of Industry and Mineral Resources, Sudan;
ID/WG.54/7, 28 April 1970

P12 UNIDO; Training Workshop on Extension Services for Small-scale Industry
in the West African Sub-region, Dakar, Senegal, 25 May - b June 1970
"Cruntry Statemernt, Republic of Chana" by R. Quist-Arcton, Industries
Division, Ministry of Trade Industries and Tourism, Government of the
Republic of fhana, Accra; ID/WG.53/3, 4 May 1970

P-13 UNIDO; Training Workshop on Extension Services for Small-scale Industry
{n the West African Sub-reglon, Dakar (Senegal), 25 May - l June 1970;
* "Industrial Development in Upper Vulta'", Moumouni Traore, Administrative
Assistant to the Industries Board, Ministry of Planning and Public Works,
Ouegadougou, Upper Volta; 1D/WG.53/6, 6 May 1970

P-14 UNIDO; Traini:g Workshop on Extension Serviceas for Small-scale Induatry
in the East A ricon Sub-region, Kampala, Uganda, 8 - 18 June 1970;
"Small-scale Industrics and Induatrial Extension Services in Tanzania',
by Wilfred Jerry Nsheu, Ministry of Commerce and Industries, Tanzania;

P-15 UNIDO; Troining Workshop on Extension Services for Small~scale Induatry
in the East African Sub-region, Kampala, Uganda, 8 - 18 June 1970;
"Development of Small Enterprises in Swaziland" by Eqhraim S. F. Magacula,
Miniatry of Commerce, Industry and Mines, Swaziland; 1D/w3.54/10,

b May 1970




P-16

P-17

P-18

P-19

P20

22
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UNIDO; Stage de formation sur les services de vulgarisation pour la
petite industrie dana ln sous-rcglen de 1'Afrigue occidentale, Dakar
Senegal, 25 mal - & juin 1970; ‘'Actions du Gouver. ement Togolais '
pour la Promotion de 1. Petite lidustile", par J. K. Hadzi, Direction de
1'Industrie, Ministere du Commerce, de 1'Industrie & du Tourisme:
ID/WG.53/9, 21 mai 1970 '

UNIDO; Training Workshop on Extenaion Services for Small-scale
Industry in the West African Sub-region, Dekar, Senegal, 25 May -

4 June 1970; "Sierra Leone's Experience, Plans or Intentions in the
Field of Small-scale Industry and Industrial Extension Services,

by Mohamed As-Adu Tunis, Small Industries Officer, Ministry of Trade
and Induatry, Sierra Leone; ID/WG.53/8, 21 May 1970 .

UNIDO; Training Workshop on Extension Services fo- Small-scale Industry
in the East African Sub-region, Kampala, Uganda, 8 - 18 June 1970;
"Small-scale Industry, An Account of Tansania's Experience, Plans and
Intentions in the Field of Small-scale Industry and Extension Services”
by 8. A. Malai, Industrial Studies and Development Centre, Tansania;

1D/wad,.54/11, 29 May 1970

Centre for Entreprensurship i Management, Addis Ababa, Ethiopias;
"Policiea and Programmes of Induatrisl Development in Ethiopia' by
Eshetu Indeshaw; May, 1970

UNIDO; Office de Promotion de l'Entreprise Ivcirienne; "Stage de
formatien sur les services de vulgarisation pour la petite industrie
dans 1a sous-region de 1 Afiique Occidentale"; "La Promotion de la
Petite Industrie en Cote - d'lv Lre", Par C. Vousca; Dukar (Senegal),
25 Mai ~ 4 Julh 1970

UNIDO; Trsining Workshop on Extension Services for Small-scale Industry
in the East African Sub-region, Kampala, Uganda, 8 ~ 18 June 1970
“Problems, Experience and Plana in the Development of Small-scale
Industries and Industrial Extension Services in Uganda", by E.J. Mweadha,
Consultant, Small Industries Managesent at the Management Training and
Advisory Centre and B. W. Latigo, Induatrial Officer, Ministry of
Commerce & Industry; ID/W3.54/12, 8 June 1970

UNIDO; Training Workshop on Extension Services for Small-acale Industry
in the East African subregion, Kampala, Uganda, 8 - 18 June 1970;

“Mhe Development of Small Enterprises in Rural Zambia® by Jon J. Burnham,
Bucom Industries Limited (a member of INDECO); ID/WG.S5k/14, 12 June 19790
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APPENDIX B

BIBLIOGRAPHY OF MONOGRAPHIC MATERIAL
REGARDING SMALL INDUSTRY AND ECONOMIC DEVELOPMENT

The fellewing bibliography iLists monographic material not imeluded ’u the
UN-sponsored documents shown in Appendix A sbove., Thie bidliography cone
tains only monographs used as ba kground in preparing the foregoing repor:.

Publications below are designated by the symbol, 'M" for monograph, to
distinguish these documents from the papers designated by the symbol, 'P",
and listed in the previous Appendix.

- &W"Z Satiiativg’ it PR M Pt M1 taore,

N2 DONN, G. K., "The Place of Small Scale Industry in the Industrial
Framework”, Annex I to UNIDO Dosument for Intermational Sympesiuas
oa Industrial Development, Atheas, 29 Nev, - 20 Dec., 1967,
Provisional Agenda Item 3 (h), entitled, "Policies and Pregramaes for
the Development of Small Seale Industry”, Decument ID/CONF 1/6, April
1967. (Notet This paper contains ia Aanmex III a bibliography of
United Nations Articles, publications and reports on small seale
d{ndustry; the bdibliography is organized by aubject matter as followst
Development of Small Scale Industry, Techauical Ser+ices and Pacilities
for Small Scale Induatry, Industrisl Estates, Fisancing, Iater-
ghu;m- between large and Small Tndustries, Management, Sige of

ant,

N-3 3BREDO, W., Small I?“f“? an - :
ltnr;rd I‘i«nroh nstitute, Qglensoe, !méaﬂf !ﬁ =

Mol CHENERY, H.B,, "Pattc-ns of Tadustrial Grewth"
Reviey, Vo. 50, Sept. 1960 (p. 624-634), » Amscisa Eoenemle
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APPENDIX ©

GUIDES FOR MACHINFRY orTnorr ™t AMD FOR OBTAINING PRICES

The purposs ¢ this appendix is to list sources of information useful in
nolecting and detormining prices for machinery for small industry.

In the writor's experience there ie a key queetion to be raised Ly a loan
program adninistrator whon assessing an application for am industrisl projeoct:

Doas the apnlicent have a firm offer or gyotatien for sashipery?

Without clcaily specified rechinery and a quoted ¢. and f, price, feasibility
analysis of the project cannot proceed.

The cost of nachinery is needed to determine the total prejest cost, the

amount to be loaned, the borrowers' equity, wad the cost of the plant buildings.
The specifications and perfornance of machinery are needed to predict the
output of the propcsed plent and its proficebility. To cbtainm this cost and
perforpanco data, a firm offer or quotation is needed on specific aachinery
fron a supplier. (See sbove Appendix C, Sasple Document C-1, paragreph S
"Quotations on Foreign Equipment and Mashinery"; Sample Dosument C-2,

paragraph 4evii; Sample Document C-3, paragreph 1 "Cest of the Project”; and
Somple Document C-k, paragraph 5 "Plant Requirements''.)

The exporters of machinery are often disinstereeted in ssall veluse erders
originating froa countries where there is little or no recerd of prior ssles,
only limited raintenance skills, often no agent, and vhere uncertainties exist
about lotter of cradit nroecsduren.

For the above rea=ona, Yoan anplicents in developing couatries have predlems
obtaining n firm quotation on imported machinery. Aa industrial sdvisery
service in a dovoloping country ecan help lean applicants chtain quetations.
likewis, t12 .zl.colca and congulates of supplying countries asd the head
offices of financing institutions (e,.g. Kredit Aastalt, IDA, the USAID) can
aleo help. However even these well-inteationed organisations become impatient
if loan applicante in developing countries ‘can't even state whut they vant.'

The beat help in selecting machinery snd cbtaining firs quetations, wsvally
comee from a local community of iadentors or saaufacturer's represeatatives

in any major port eity or national capital. As a ssall industry develepment
progranm giins momentum and financing continues year after year, this consund

of agente will grov in nusders, ia engineering competence, and in their capablility
to supply a vider variety of machinery. At first, however, it may be necsssary
to assist the agents and to inform them on how to go sbout orderiag the
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equipment needed for small industry. Various msachinery guides are mentioned
belov {n this appendix to sseist in stremgthening the capability of manufacturers'
agen’.s and to asaist loan applicants in obtaining machinery quotations in
localities where there may bs no agent.

The correct selsction of muchinery, given the most complete dats, often entaile
engineering advice. Sometimes such advice is available from manufacturers'
agents. Almost always, however, engineering inforsation needs to be checked
by a production sngineer who is generslly femiliar with the production methods
or processes involved. Such an enginesr should knov such facts as the required
horsepower of squipment, the types of rav material, the need for industrial
water, slectrical power and fuel. Instinctively such an advisor also knows if
saintenance problems for a given type of machinery are within or outside the
scope of local engineering skills.

It 18 hoped that the machinery guideslieted below in this appendix will offer
at least a starting point for obtaining information needed to select and to
ocbtain costs of mmchinery for small {ndustry preojecte.

Often in writing to the suppliers listed in these guides, it is useful to
provide a copy of lstters to the commereial section of local esbassies of or
consultates represeating the country in vhich the supplier ie located. In the
case of Buropsan or Japsnese suppliers, the official representatives wvill ofteu
assist by urging the supplier to exert his beat efforts in furnisuing detailed
specifications and machinery prices.

The fact ressins that suppliers are often disinterested in sales opportunities
vhere the sales volume is likely to be small and the payment precedures are net
well known, Therefore any special encouregement from an official source or
from a contact in the eupplying country will help to elicit dettier responses
from companies listed in the following guides.

(See following page for sachinery guides)

]
a
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MACHINERY QUIDES

Title, Addrass

nide Listed Suppliers of Guide, nnd
No. _are loeated  languages Used

-l

Denmark

Gevamny, Yest

Brwort Directory of
ric, krak Legat,
E:orv. DK 1450,
Copenhagen K, or the
Ministry of Commerce,
Governmcent of Denmark,
Copenhagen (inglish,

Price of Guide

—Annotation

Nals
(No charge

through official
channels)

French, German, Spanish)

[ ] mt I'
ations and
re 11, Fires, threugh
Y Annuaire Industriel,

21. Rue Franklin
Roosevelt, 73, Paris
8eme, France (In
.h' ﬂ!rllu,
Inglish and Freach)

> H?— ui
%@c ation o
Gerran Machinery
Manufacturers,
p €000, Frankfurt
(Madn), Went Germsay
(English, but other

language editions
are aVidius.v 8lse)

191‘ ru’.k“‘Ch’.
Chiyoda-ku, Tekyo,
Japan (English)

(No charge
offiecial
channels)

Can bo shtained
at 20 gharge

Bebassies.

Issued annually\ lists

7800 products and 3200
companies; includes
engineering and consult-
ing firms who erect plants.

Issucd annually in two
velumes, listing
preducts alphsbetically
with the names and
sddresses of suppliers.

Iesusd anmually, centains
an alphabetical listing
of msachinery by type and

ﬂvua 1line, aad containe
stiang of ere of
semplete manufacturing
’1.‘%. ('.3%“‘ 58).
Suppliers sddresses are
shown.

Issued continuocusly sinee
1968, The Japan Consult-
ing Institute has offices
4a Thailand,Philippines,
Indonesia, India, Enst and

* West Pakistan, Iran, VAR,

Tensania, Peru and other
lecalities vhere informatien
sa machinery suppliers ias
furnished. The guide
pentioned here is unique
smong the guides discussed
in this repert in the sened
that it offers specification




Country wvhere T™tle, Address
Guide Ilisted Suppliers of Guide, and

o, _arelogated  lenguages Used Price of Ouide Annotation

and costs for complete
plants. Series No. 1
contains apecifications
on 22 plant types of
plants; Series 2, on 2h
plants, Series No. 3 on
a further 24 types of
plants. These are
(Contdnued frem previous page) "model schemes" or "plant
profiles". The nsmes of
suppliers can be furnished,
but specific information
ie neaded by the Japan
Consulting Institute;
, references to the Series
-, No. by page end title
: will expedite service.

Bele Issued annually, contaios
(but wewally alphabetical listing of

o thet ; furaished without about 800 machinery

sent Information sharge through  products vith names of
Service, The Hague, esbagsies or and addresses of suppliers
Netherlands (In sonsulates,) and capitalisation,
Inglish, Bpanish, employees, banks teletype
Prench, Germaa) sumbers etc. (A companion

publication entitled

ey
' nformation but on

non-machinery products
we well. )

$10 or 84 Iesued annually, lists
about 5000 products and
1600 companies listed by
types of machinery they

19‘ P,0. Box 551’, offer, (Sections 82
$-11485, Stockhols, through 85)
. Sveden zamlith.

i

French, Spanish
German, &gn‘h;

et

s

L

!
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Country where  Title, Address
Guide Listed Suppliers of Guide, and

No, _are located Languages Used Price of Guide Annotation
G- United Kingdom Machinery Buyers' 25 8ndl1ld
Y ngs Issued annually, contains
Guide, Machinery inoluding an nlphlbctlcll'listing
1 Publishing Co., postage of machinery products with
Ltd., Clifton Houss, the names and addresses of
83-117, Buston Road, suppliers.

London N.VW. 1' U.K.
(In Prench, German,
Russian, Spanish,
English)

0.8 United States Rae's Blue Book $38.15 The Blue Book is issued
E, ate 1ndex, snaually In % volumes «nd
s Directo takes up adbout 19 x 21 x 28
0 E_I_o. ca, of space. The Machinery
ﬁrﬁng Ave., section is in Volume 3 and
Western Springs, consists of 121 pages list-
Illinois 60558, ing about 1300 different

U.8.A. (English) types of sachinery in
alphabetical order together

with the names and addresses
of over 10,000 suppliers

in the U.8. The relative
sise of each supplier and
his trade names can be
checked by & cross

reference to Volume I.

There are also lists of
general sachinery dealers
and deslers of recondi tioned
sachinery., Has limited
section on complete plants,
Pe995, Volume 3.

a9 United States ter $60.00 Issued annually in 8 volumes
E%&g (vithin the takes up about 35 x 22 x 80 )

Co.y 461, 8th ves.) cm, of space, contains a
Avenue, New York section on machinery list-

City, N.Y, 10001 ing some 12,000 suppliers.
By cross referencing, the

capitalisation of suppliers
can be determined. Copies
of the Thomas Register are
muxymrﬁ—a:z.
Esbassy or Consulate com-
mercial sections.

P s b b bt o

Note: Similar guides are available for machipery from Spaim, -
| emeun;u czuhul.cmnc and probably other supplying
Se

- G e R AR e ¥ GIDIIAAAT BTG s e o 8 U I e s S 6, M SO Y & APATs SIS A e T A D

There is u spocialized catalog of labor intensive machinery
availoble from Japan for $10.00 air muil postage included,
from CECOCO, P.0. Box 8, Iburuki City, Ounka Prefecture.
The book is entitled, "Providing the ‘orld with More Food
| ond Employment.”

oy bt R L T SR T Y
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APPENDIX D

1SIC CLASSIFICATION OF INDUSTRY b/

ggg _i_.néul_t_r;
1810 Industry
No. group

20-22 Tood, deverages
23 Textiles

Yootwear,

clothing

Wood and eork

Furad ture
Printing snd
publishing

Leather and

Rubber products

¥ s 3 8% & %

Miseellansous
sanufasturing

leather predusts

Metal pruducts

—industry Heavy industry
I8IC Industry I8IC Industry
No. _EToup No, group
35 Metal products 27 Paper and paper
products
36 Machinery except 31 Chemicals and chemical
electrical products
37 Electrical 32 Petroleus and seal
machinery products
38  Transport equip- 3h  Dasic setal industrise

ment

(4 Internatiensl Statistieal Industrial Classhfication

y/ Sewres: 10/00MF, 1/6,

the Developamt of Suall-ecale Industry'

april 1967, "Pelicies snd Progreanes for
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APPENDIX B

*YPES OF PRODUCTION SUITABLE FOR SMALL-SCALE INDUSTRIES

‘ Products that may be economically mau:factured by small-scale industries
include the five principal types as followe:

(a) Dispereed processing of weight-losing or perishable rav materials

WM&:- depend on the resources, geography, transport net- '
work and land ownership patterns of the country or area. Examples
of such industries are rice milling, rice bran oil, sav mills,
voed drying kilns, vegetable oil sxtraction, cheese, butter,
leather tanning, fruit and vegetable canning, hardboard and
atravboard.

(v, bulky, weight-gaining and hence sarket-oriented products,
Lrud.pny 4n the field of construction, agricultural and house-
14 goods. IExamples are agricultural isplements, shest metal
products, containers, mixed fertilizers, dbricks, concrete products,
structural setal products, plastioc pipe and conduit, bread, soft

driaks, ice cream, furniture and truck and bus bodies.

(¢) Simple sssesbly, mixing or finishing operations. Productions
lov iavestasnt, have moderate economies of scale, are
lebour-intensive and have lov transfer costs. Examples are:
fesd preducts, clothing, footwear, leather goods, pharmsceuticals,
sdate and varnighes, sports + plastic produsts and toys.
are ptrucahriy sui tsble for establishment in urban

osntres enjoying external eccaomies.

(4) Serviee industries lending themsslves to quality job work and
tasks. Bxamples are: tool sad die saidng, electro-

tiag, printing, electrical s rvicing, suto ser icing, foundries
and machine shops.

(e) Separsble msaufacturing operations in the metal-working industries.
Taoee offer potentially the greatest scops for small enterprises.
The versatility of sachine tool operations, the endless nusber of
preducts and components to be made, and the interchangrability of
standard parte offer great opportunities for craftemen and
enginesrs to adapt aad {nnovate constantly in response to changing

cost and produotion possibilities.

Souree: B, Staley and R, Norse, Nogely
geuntries, Chapter VI, NeTre









